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THE PROSPERITY OF HONGKONG 
SIR VICTOR SASSOON IN THE COLONY 


Sir Victor Sassoon, Bart., G.B.E., has 
arrived last week in Hongkong on_his 
second post-war visit to the Far East. 
Investigating local conditions Sir Vic- 
tor will stay here for about three weeks 
and will then proceed to Shanghai in 
crder to acquaint himself with the 
situation in China. Receiving a repre- 
sentative of the Far Eastern Econo- 
mic Review, Sir Victor stated: 


“There cannot be any doubt that 
Hongkong has been enjoying a period 
of unusual prosperity and there ap- 
pears to be every reason to expect the 
continuation of these favourable con- 
ditions. The boom in Hongkong is cer- 
tainly due to the very able manage- 
ment of affairs by the Honykong Gov- 
ernment, the resilience of its commer- 
cial community and the disturbed situa- 
tion in China. 


“It seems to me that Hongkong is 
taking the place Shanghai held before 
the war. The continual arrival of 
Chinese from the North is regularly 
reported in the press and the expan- 
sion of their interests and considerable 
investments in the Colony have only 
begun. 


“The cpportunities which Hongkong 
as the Far East’s principal entrepot 
offers are certainly exceptional; during 
the post-war period of only two years 
Hongkong’s commerce with all coun- 
tries and areas in the Western Pacific 
and the Far East has developed to an 
astonishing degree which is made most. 
impressive when studying the Colony’s 
continuously rising figures for imports 
and exports, shipping and air trans- 
portation returns. 


“Much scems to have been done here 
in the wan of determined promotion 
of light industrial development and it 


appears as if particularly the textile 
industry in Hongkong is going to ex- 
perience a veritable boom. I under- 
stand that a considerable number of 
industrial promotion plans are under 
study here and that the construction 
of numerous factory buildings has 
made good progress. Investment in 
industrial enterprises has been actively 
encouraged by the Government here.” 


When broaching the subject of a per- 
manent or seasonal International Trade 
Fairy to be organised in Hongkong, Sir 
Victcr commented that such proposal 
is of great significance and ought to 
be realised without much delay. “The 
display of British, European, United 
States. in fact consumer and capital 
goods of any provenance in the Colony 
should go q long way towards the ac- 
tive promotion of Hongkong’s expand- 
ing entrepot business.” 


“The promotion of a well-planned 
towrist industry in Hongkong also de- 
serves particular attention; Nature has 
bestowed on Hongkong a_ beautiful 
scenery which has few equals in the 
world and the climate during most of 
the year is especially suitable for holi- 
day makers and an international public 
seeking recreation, 


“After conclusion of the Japanese 
peace treaty international commerce 
with Japan should inerease by leaps 
and bounds. But during the short in- 
terim period which is probably not to 
last longer than some 5 or 6 months 
Hongkong’s trade with Japan may, as 
it proved in the current year with so 
much success, further increase. The 
present obstacle ta more active deve- 
lopment would appear to lie mainly 
in the limited export production by 
Japan and the exchange difficulties, a 
consequence of the insistence by SCAP 


to conduct Japan's foreign trade on 
the basis of US$, thus necessitating 
the “hard currency”, treatment of 
Japan’s commerce by the sterling -area. 
Once trading is reinstated on a free 
foreign exchange basis and the Japan- 
ese yen’s value has been fixed in terms 
of all foreign currencies there should 
result a spectacular expansion of busi- 
ness with Japan in which Hongkong 
a! occupy an increasingly important 
share. 


“Unfortunately, China today is 
gravely disturbed with no signs in evi- 
dence indicating an early termination 
of the civil war. Under such condi- 
tions all business men have to be ea- 
tremely cautious when engaging in any 
new enterprise although there is op- 
timism in the eventual prosperity of 
China. The entirely confused currency 
situation in China makes it impossible 
to conduct financial and investment 
business for the time being.” 


The very considerable interests of 


Sir Victor in Shanghai inay require, 
on account of their heavy concentra- 
tion in, that city, to be better dis- 


tributed in other parts of China, es- 
pecially South China. “I have heard”, 
Sir Victor stated. “that may serious 
industrial promotion plans for South 
China are studied by British, Ameri- 
can and overseas Chinese financiers 
and, given some assurance of relative 
stability in Kwangtung, there is good 
reason to anticipate foreign investments 
or re-distribution of existing foreign 


investments in China in Kwangtung 
and her neighbouring provinces, 
Under the stabilising influence of 


Hongkong the rehabilitution and future 
development of South China appear to 
be realistic propositions.” 
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Faith justified and well founded in 
the future prosperity of Singapore was 
the keynote of the opening by the 
Goivernor General of the new ten storey 
building—MacDonuld -House—which «is 
to be the Orchard Road Branch of 
the Hongkong and Shanghai Banking 
Corporation in that Colony. The Bank 
has carried cm business in Singapore 
since 1865 but its lirge and compara- 
tively modern prenwses down town 
have become too small for its exten- 
sive and expanding trade and it is now 
building a splendid edifice in the rapid- 
ly growing commercial and residential 
district of Orchard Read. 


In hig speech at the opening Mr. 
Edwards the Manager of the Head 
Office of the Bank in Singapore and 
Malaya declared that “the sovereign re- 
medy for the ils of the world to-day 
is work, in productive werk, in not 
stopping other people from doing work, 
and in encouraging them in such pur- 
suits’ ag will enable them to extend 
their work.” “What you see around 
you” he said “is to u modest degree 
the results of a determination to get 
on with the job, to promote more work, 
in short—enterprise. Enterprise is the 
foster-child of Confidence, and the 
Board of Directors of this Bank have, 
by their acticn in arranging for the 
erection of this building, demonstrated 
thei, confidence—their confidence in the 
future of the Colony and the City of 
Singapore.” 


SINGAPORE ENTERPRISE 


“Perhaps I might be permitted to 
disgress upon the subject of the Bank 
itself. The Hongkong and Shanghai 
Banking Corporation was established 
83 ears ago. 
amalgamations. [t was founded by 
merchants cf all nationalities who were 
in some measure dissatisfied with con- 
ditions provided by other Fay ‘Eastern 
institutions which were the subject of 
remote control.. It is a Bank directed 
from the East by people trained in the 
ways, manners, needs and psychology 
of Eastern peoples. It has acted as 
the Banker for numerous Governmenis, 
and its aid and information—and, if 
need be, practical advice—are at all 
times at the disposal of Government 
Officials, Merchants, and Industrialists 
alike. Its Chairman and Chief Mana- 
ger began his career as a junior in 
the Bank, and althcugh the interests 
of its shareholders are not forgotten, 
it is his aim and the Corporation’s 
aim, to render quick and efficient ser- 
vice to the public.” 


“In this Colony we have an casis of 
comparative peace in a vast expanse 
of trouble, strife, chaos, misunderstand- 
ings, and the results of abstract 
theories. In Singapore all nationalities 
races, creeds, colours and classes have 
learned to unite together, DO unite to- 
gether, to progress for the common 
good, to further the interests of the 
general community by work, enterprise, 
and ability. So it igs omly natural that 
when we hare all these assets we find 


It ig the product of no. 


that people want to come to Singapore, 
to, start industries in Singapore, to 
build buildings in Singapore, and to 
work in Singapctre.” 


The foundation stone of the. new 
building was laid by Mrs. MacDonald 
the wife of the Governor-General Mr. 
Malcolm MacDonald who in his address 
referred to the confidence in the future 
of the Colony. 


“Mr. Edwards” he said, “has spoken 
confidently of the future of Singapore. 
He and his colleagues have backed his 
handsome words with a splendid deed. 
They are raising a great building here 
ag a declaration of their faith. We 
congratulate them on their enterprise. 
We share their confidence. We believe 
that they are right, and that this 
island’s virile, cosmopolitan population 
of Chinese and. British, Malays and 
Indians, Eurasians and others will toil 
as partners together to make Singa- 
pore’s future even greater than its 
past.” 


“The Hongkong and Shanghai Bank- 
ing Corporation has a wide and superb 
reputation. Ever since it came to Sin- 
gapore seventy years ago it has serv- 
ed this community faithfully and well. 
It never performed a finer service than 
in this public act of faith to-day. May 
the Bank remain for centuries as a 
stable and splendid institution in the 
heart of a prosperous, happy and great 
city.” 


JAPANESE PEACE TREATY AND REPARATIONS 


The outluck for business with Japan 
has brightened during this year and 
Japanese trade in 1948 wiil probably 
reassume the important position held 
in the early thirties. After the sign- 
ing of the neace treaty and the settle- 
ment of the reparations quéstion, ex- 
pected to materialise not later than 
early Spring 1948, the road to indus- 
trial and commercial recovery of the 
Japanese economy will be open. 


The industrial votential of Japan is 
very great and given the necessary free 
access to raw materials, equal oppor- 
tunity in international ccmpetition and 
short-term foreign h¢lp (credits, tech- 
nological advice) the full recovery of 
Japan should be assured, and her pros- 
perity may indirectly prove conducive 
to the material improvement of condi. 
tions in the Far East and Asiatic 
markets generally. (A survey of the 
industrial potential of Japan, compiled 
by Mr. James A. Rabbitt, was publish- 
ed in ovr issues of May 7 and 28). 


The preparation of the peace treaty 
has been underway for a long time 
but the drafting presents political diff- 
culties which result from the world- 
wide divergence of views held by the 
U.S. Government and the U-S.S.R. 


The possibility of separate peace 
treaties to be signed both by the group 
cf nations supporting the U.S. and the 
so-called Soviet bloc with the Japan- 
es¢ Government cannot be ruled out. 
As many other international questions 
20 also ‘the Japanese peace treaty prc- 
blem has ‘degenerated into a matter 
of bargaining between the U.S. and 
the U.S.S.R. 


The Japanese people desire the con- 
clusion of a peace treaty at the earli- 
ést possible moment and commen sense 
demands that there should not be any 
undue delay. The principal issves in- 


volved are: post-trsaty control over 
-Jopanese industrial producticn for a 
limited period by an_ international 


agency (probably U.N.O. under Ameri- 
ean dominance); similar control over 
war-potential activities; fixing of quan- 
tities of capital equipment and ecm- 
modities for reparations. 


These questions do not présent any 
great difficulty for solution and com- 
mcn agreement but they are utilised 
for .crtating favourable bargaining 
positions by the negotiating victorious 
powers. Thus the Soviet-American an- 
tagonism complicates an ctherwise re- 
latively simple problem. 


The American Position 


On the surface the so-called demo- 
eratisation of Japan is Washington’s 
principal objective. The U.S. Govern- 
ment, whose agency in Japan is SCAP, 
has 39 far been successful in creat- 
ing a state of comparative prosperity 
in Japan, in restarting industrial vro- 
duction and foreign trade, in ruling 
over the people as a benevolent and 
therefore gladly accepted alien auto- 
eracy. The might of America is re- 
cognised by the Japanese who detm 
themselves fortunate to have come undév 
control of the U.S. Government. Na- 
turally, every Japangse desires the 
winding-up of SCAP contrzl and the 
re-institution of a genuine and sover- 
eign Japanese Government but for the 
interim period, that is until peace has 
been formally restored, the people at 
large, as a cCnsequence of the defeat, 
welcome American control in  prefer- 
ence to any. other possible combination. 


By her magnanimous policy and her 
efforts to rebuild Japan’s crippled 
economy the American people as such 
have won much sympathy, admiration 
and even affection among the Japan- 
ese. This store of gocd will is steadi- 
ly enhanced and there is general an- 
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ticipation in Japan that the U.S. will 
insist on generous terms when it comes 
to the formal conclusion of the war; 
and General MacArthur, in whom the 
U.S. Government has been so vividly 
personified, will also protect the Japan- 
ese nation from too expansive requests 
-by former belligerent countries as re- 
gards reparations. Whatever the U.S. 
has done until now and is expected 
to achieve further on in Japan tends 
to stabilise America’s prestige among 
the Japanese people, an asset which 
the U.S. will not squander. 


The future of American-Japanese ré- 
lations appears to assume a very in- 
timate character which is emphasised 
by the tacit American obligation to 
protect Japan from aggression and 
defend her if necéssary: this obliga- 
tion has arisen frcm the Japanese Gov- 
ernment’s denunciation of war as a 
means of settlement of international 
disputes with the consequent resolution 
to abandon military, naval and air 
forces. This situation takes on added 
significance in the current world wide 
U.S.-Soviet antagonism when diplo- 
macy, industrial research and produc- 
tion. purchases of strategic raw ma- 
terials, harnessing of scientific dis- 
coveries and the work in laboratcries, 
‘the struggle for the acquisition of more 
combat or defence basts. are all co- 
ordinated fcr the purpose of conduct- 
‘ing a great war. 


Japan is looked upon py strategic 
planners in Washington as the most 
important American base in the Pacific. 
For that reason, as weil as for many 
others, the stability and pr<speritv of 
Japan has been assured. However, 
apart from all such considerations, 
basing ail actions on the possibility 
of another war to be fcught during 
the lifetime of this generation, the 
enormous and still increasing produc- 
tivity of the U.S. reauires prosperous 
customers all over the globe and among 
the potentially most important coun- 
tries is Japan. 


Whai is often termed economic pence- 
tration by the U.S.. implying aggres- 
siveness, is caused by the necessity of 
maintaining and even €nhancing the 
-eurrent level of high production in 
America. The economic backwardness 
of most countries compared to the ad- 
vance achieved by industrial production 
in the U.S. preves to be a deterrent 
to further progress in America. Fail- 
ing a rapid rise in the domestic pur- 
chasing power, more exports are the 
answer to America’s problem of main- 
tenance of the producticn level, gen- 
eral employment and prosperity of the 
citizens. 


In all Far Eastern countries only 
Japan has shown good promise fcr an 
earlv resumption of pre-war level pro- 
duction and trading with the world. 
‘Thus, in spite of some sentimental cb- 
jections, the U.S. Government kad to 
embark on a policy of aiding actively 
in the recovery of Japan’s econcmy. 
lf political bargaining is going to 
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affect adversely the American plan for 
Japan, the result would be equally 
harmful to the American as well as 
to the Japanese economy. Consequent- 
ly, Washington has shown clearly its 
determination jn effecting a veace 
treaty with Japan which, signed and 
supported by all or only by some for- 
mey participants in the war, will have 
to be everything but detrimental to the 
further recovery of Japan’s economic 
position. 


The British Position 


The Commonwealth has agreed on a 
unified policy vis-a-vis Japan which 
was a compromise of views held by 
the United Kingdom and Australian 
governments. British trading circles 
are sanguine about the great oppor- 
tunities which Japan as a trading part- 
ner will offer once peace has been 
signed. Japan under SCAP control has 
been treated by the Commonwealth as 
a hard currency area which fact re- 
duces gcvernment and private trading, 
and can only be improved if commer-: 
cial relations between Japan and the 
British Empire and Gommonwealth will 
be re-established on a sterling basis 
without any clause of periodic conver- 
tibility cf balances in favour of Japan 
into US$ 


Without intent but nevertheless effec- 
tively the operation of SCAP has work- 
ed out most advantageously for Ameri- 
can interests which has given rise to 
some although ill-founded accusations 
of SCAP discrimination against non- 
American traders. Only the liquidation 
of fcrmal control over Japan’s economy 
can bring about the expected boom in 
Anglo-Japanese trade. 


A number of British manufacturers 
are concerned 2bout the so-called dump- 
ing of Japanese exports, mainly tex- 
tiles, which may exclude certain Bri- 
tish gcods from one or the other Asia- 
tic market. While the a:cent of Japan 
certainly will result in more competi- 
tion the prewar underquoting by Japan- 
ese exporters will probably no longer 
be possible on account of the change 
of internal production conditions and 
a higher standard of living of the 
masses of Japan. 


Britain’s and the Commenwealth’s 
interests in the Pacific are commercial 
only, however, there is a bond of unity 
between the British and U.S. govern- 
ments which; in an emergency, un- 
dovbtedly would oblige Britain to stand 
by the U.S. The predominant rele now 
played by the U.S. in the Pacific is 
generally recognised and the Common- 
wealth has every reason to be satisfied 
with this development. 


The Soviet Position 


Moscow has no objections to a soft 
peace with Japan but the criterion for 
the attitude of the U.S.S.R., and all 
Communist parties in the world, is the 
future political structure of Japan. 
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As everywhere else in the world, the 
U.S.S.R. Government supports anti- 
capitalist parties especially if these 
enter into a coalition with the Com- 
munists. Since the leftists in Japan, 
both among organised labour, the 
farming population and notably among 
the intellectuals, have made much head- 
way afttr the end of war, hopes seem- 
ed to have been entertained by the 
Communists that the power in Japan 
could be shared and, eventually, Com- 
munist reforms be introduced. The 
political approach to the problem of, 
eovernment of Japan was the same as 
in China where the “New Democracy” 
(as outlined by the Chairman of the 
Communist Party of China, Mao Tse- 
tung, in April 1945) was the basis for 
establishing a coalition between the 
becurgeoigs parties and the Communisis, 
providing for the intermediate opera- 
tjon of a. limited capitalist economy 
as a step forward in liquidating the 
remnants of the feudalistic system. 


However, the influence of SCAP has- 
frustrated any plans made for realis- 
ing the “New Demccracy” in Japan. 
With the expansion of American in- 
fluence the leading classes of Japan 
curbed and finally pushed into the 
background, albeit temporarily, all 
Communist and sympathising direct in- 
fluences. To all intents and purposes, 
the present Japanese Government is 
anti-Communist, and the early flush of 
Communist success and prospects for 
a coalition have now been forgotten. 
Moscow quite logically expects that 
Tokyo, once technically freed from 
SCAP ccntro] and again master in its 
own house with only a few strings 
attached, will not deviate much fron 
the road which Washington has pre- 
pared. 


Unwelcome development as this must 
be to the Soviet Government it does not 
actually complicate the issue of the 
peace treaty with Japan. The U.S.S.R. 
1s miking every concession to the U.S. 
as dear as possible in view of the same 
course adopted by the U.S. when it 
comes to meeting the Soviets half way. 
If the USSR is going to support 
American proposals for Japan, the U.S. 
Government is undoubtedly expected to 
subscribe to Soviet suggestions regard- 
ing Korea or any other contested area 
for that purpose. Its participation in 
the war against Japan has brcught 
more than adequate compensation for 
the USSR in the form of acquisition 
of some land previously incorporated 
in the Japanese Empire as well as 
Japanese machinery and factcrv équip- 
ment which were taken as war booty 
from occupied Manchuria. As regards 
reparations, therefore, the USSR would 
probably support the U.S. in taking 
a lenient, ie. a realistic view. 


The Chinese Position 


Nanking is motivated by two con- 
sideraticns as regards the conclusion. 
of a peace treaty with Japan: (1) the 
prevention of a rise of Japanese in- 
dustrial production in order to make 
it impossible for Japan to develop into 
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OUTLOOK FOR BUSINESS WITH JAPAN 


Until the formal signing of the peace 
trcaty with Japan commercial rela- 
tions between the world and Japan 
will have to continue on the present 
basis although a number of modifica- 
tions are progressively introduced 
which will facilitate and help to ex- 
pand the current limited trading op- 
portunities. The overall control by 
SCAP tends now, after the initial stage 
of rehabilitation thas been successfully 
concluded and private trading has been 
re-admitted, to make trade with Japan 
ST ey Sr SAO ER 


‘a strong military power; (2) the ac- 
quisition of Japanese capital and con- 
sumer goods as well as supplies from 
eurrent prceduction for bolstering its 
bankrupt economy. 

Out of the realisation that China 1s 
not able to produce like Japan and 
that this situation is not likely to 
change, Nanking sees only one solu- 
tion to thig dilemma, a negative and 
retrograde solution, viz the emascula- 
tion of Japan’s industrial potential. In 
the great fear of witnessing once again 
the advance of Japan’s industry—and 
simultaneously no progress in China— 
the Chinese Government desires to in- 
stitute controls over the production of 
Japan even after peace has been sign- 
ed. Furthermore, Nanking advances 
reparation claims which are entirely 
out of proportion and regarded by 
SCAP as fantastic. U.S. Government 
dfficials: have not taken note of such 
claims, The compilation of damages 
suffered culminates in a figure of US$ 
50 billion (in our issue of Sept. 3, 
page 336, only US$ 30 billion were 
reported as so-called. claims), however, 
the publication of such exaggerated 
figures has done more harm than good 
to the interests of China coming as it 
did with a series of other demands 
including the handing over of Okinawa 
and ther territories to China. 


Nanking has also compromised itself 
when it made it clear to the U.S. that 
its support for America’s proposition 
of the peace treaty with Japan was 
dependent upon a loan to be made by 
the U.S.; the amount of such loan 
was not defined but is usually placed 
at US$ 1% to 8 billion. Thus Nan- 
king also joined into bargaining its 
“ves” for something tangible. 


It appears, however, that Washing- 
ton is not unduly concerned about Nan- 
king’s eventual lack of agreement with 
the American stand. 


Position of Other Countries 


France and the Netherlands will 
follow, at the peace conference, the 
lead given by Britain which is expect- 
ed to be in support of the American 
propesals. The Philippine Government 
mav cause some embarrassment by 
claimine from Japan huge reparations; 
however, the dependence of Manila on 
the support, eccnomie and otherwise, 
of the U.S. Government may quickly 
dispose of such interlude. 


unnecessarily cumbersome. However, 
Boeki-Cho (Japan’s Board of Trade) 
hag recently been given more freedom, 
and economic controls as far as com- 
merce and finance is concerned are 
exercised by SCAP in cooperation with 
Boeki-Cho to the mutual benefit of 
foreign and Japanese manufacturers 
and business men. 


After the resumption of sovereign 
government in Japan, the present very 
stringent industrial and trade controls 
will continue in force and will most 
probably be developed into a system 
not unlike the one of the British Board 
of Trade. Official trading between 
governments is expected to continue 
for a long time to come but private 
trading will certainly regain ever more 
scope and, although supervised by 
Bceki-Cho in Japan and by various 
government agencies in foreign coun- 
tries, contribute considerably to the 
economic recovery of Japan and many 
other countries whcse needs and re- 
quirements are complementary to the 
economy of Japan, 


Reparation Claims 


Indusirial production in Japan has 
been handicapped during this year by 
the general apprehension as to the 
height ‘of reparation claims by China, 
the Philippines. the British Common- 
wealth, the U.S.,. etc. While there is 


-good reason to expect that eventual 


reparation claims will be scaled down 
and actual deliveries of capital goods, 
needed by the Japanese industry fer 
peace time production, may turn out 
in the end to amount to only a frac- 
tion of previous estimates, still manu- 
facturers' are not assured of such 
favourable turn and industrial work- 
ers cannct be persuaded to achieve 
veak productions before fina! results 
are made known. 


The intention by SCAP and the U.S. 
Administration to protect the. present 
level of production in Japan and to 
assist in the development of backward 
industries has become more reassuring 
of late which fact had a wholesome 
influence on the general tempo of work 
and output. It remains, however, to be 
seen what actual reparation deliveries 
by Japan will have to be effected. and 
not until this question has been clear- 
ed up can industrial production be 
expected to exceed to any great ex- 
tent. the current level. SCAP appears 
to have given certain unofficial assur- 
ance to the Japanese Government that 
no removal of plants and equipment 
necessary for the maintenance and 
further promotion: of industry will be 
considered, that only machinery used 
in arsenals and direct war materials 
plants will be included into reparation 
shipments, and: that, most important 
of all, no reparation claims as to 
future production will be entertained 
by the U.S. Government, 
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Planning for the Future 


With this sword of Damocles dangling 
over Japan’s economy about to be re- 
moved, planning of the post-war in- 
dustrial development of Japan has en- 
gaged many engineers, economists and. 
administrators, both American and 
Japanese. Contacts between Japanese 
and American business men and tech- 
nicians have been forged during the 
years cf occupation and it appears that 
the commencement of a _ large-scale 
modernisation of Japanese factories. 
and the new construction of plants oniy 
waits for the conclusion of peace. The 
new technology, developed during the 
vears of war in the U.S., and the 
introduction of scientific management 
in all phases of agricultural, mining 
and mass-production activities, may be 
put ty use in post-war Japan. Na- 
turally, the assistance to be rendered 
by American industry and engineering 
will further enhance the already very 
close relations between -the U.S. and 
Japan. Othe? trading nations will have 
to bear this development in mind when 
planning for the future of business 
with Japan. 


Exchange Rates 


The non-existence of an official ex~ 
change rate between the Yen and world 
currencies (except. fcr the SCAP quota-- 
tion of yen in terms of U.S.$ for use 
of the occupation forces only which 
is 50 yen per US$ 1) has hampered 
private trading but this situation 1s 
bound to be adjusted s9on. There are 
various proposals, made by SCAP and 
Japanese experts, which provide for 
interim exchange rates pending the 
eventual fixing of officia4l rates. The 
most likely interim solution will be 
plural exchange rates fcr different ex- 
port and import commodities so as to 
bring Japanese export comrhodity prices 
more in line with world market prices, 
and, on the cther hand, enable Japan 
to buy abroad at prices which corres- 
pond to its domestic price level. Rates 
ranging from 100 to 300 yen per USS 
1 will, probably be determined provi- 
sionally fcr a vari€ty of commoditiez. 


Inconvertible Sterling 


At the same time the expansion of 
Japan’s SCAP controlled trade will 
require the re-introduction of sterling: 
and other currencies on an inconver- 
tible basis; only recently (see iast 
issue, page 627) SCAP on behalf of 
Japan signed a financial agreement 
with the UK, Australia, ete. whien 
provided for private trading to be con- 
ducted on a sterling basis but stipulat- 
ing conversion of Japanese credits 
every six_months into US$. In order to 
promote Japan’s foreign trade sucn 
stipulations will have. to be’ rescinded: 
both as regards trading with the sterl- 
ing area and with all other countries. 


It is a reasonable assumption. how-, 
ever, that within six months from now 
Japan will have regained its sover- 
eignty and that then the rate of the 
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JAPAN ESE ECONOMIC REPORTS 


TRADE REPORTS 
THE FOREIGN TRADE PLAN 1948 


The official foreign trade plan for 
1948 provides (in millions of U.S. 
dollars): total exports 690, total im- 
ports 740, resulting in an unfavour- 
able balance of trade of 50. The 
pian is based on the American 500 
million revolving credit fund which 
Was secured on the gold reserves of 
the Bank of Japan. 


’ Principal imports will comprise: 
coai, oil. steel, cotton, wool, pulp, 
hemp and foodstuffs. 


yen will have been fixed in terms of 
ail currencies. For the time being, 
trade between Japan and the sterling 
area, both private and official, has to 


be treated as business with a hard, 


currency country (on accaunt of the 
USS conversion clatise). 


Outlook & Prospects 


The econcmiec outlook for business 
with Japan is judged by foreign trad- 
ers and officials in Japan as very en- 
covraging. The lion’s share will be 
-America’s but there is room for every 
other country’s commercial, financial, 
shipping interests; confidence in Japan 
is expressed everywhere and short and 
long-term credits are waiting to be 
utilised in speeding up production and 
trade. The US$ 137 million import 
exp rt revolving credit was only the 
beginning; projects for investments in 
Japan. made by American and various 
European private interests, are many 
and a substantia] loan by the Ameri- 
can Export Import Bank appears to 
‘be before conclusion. The good record 
of Japan as a debtor and the speedy 
recovery staged so soon after the de- 
feat have encouraged prospective in~ 
vesters to sink large funds into pro- 
-duetive enterpris¢s in Japan. 


The predcminant position which 
America has secured in post-war Japan 
and the great interest evinced by the 
U.S. Government and leading U.S. in- 
dustries and financiers in the promo- 
tion of business with Japan have in- 
jected a strong element of confidence 
in the post war stability and prosper- 
ity of the Japanese pecple, thus mak- 
ing Japan one of the most favoured 
‘aréas for capital investment and econo- 
mie development. The eagerness and 
intensity with which the Japanese now 
are turning towards an all-out West- 
ern wavy cf life, their enthusiasm to 
adjust themselves to the modern world, 
their high degree of industrial pro- 
ductivity and their earnestness and 
pers€verance in achieving results, these 
‘all are decisive factors which have en- 
gaged the utmost attention of foreign 
observers who seem to be agreed that 
Tapan is a land of great opportunity. 


Trading with the U.S. and the dol- 
lar area is expected to resuit in an 
unfavourable . balance for Japan 
aggregating US$346 million. Trading 
with the sterling area is estimated to 
result in a favourable balance _ for 
Japan of about US$113_ million. 
Trading with other countries is ex- 
pected resuit in a favourable 
nuance for Japan of some 113 mil- 

on. 


Planned imports include US$200 
million worth of foreign raw mate- 
rials which will be processed into 
finished goods for export expected to 
bring Japan some US$550 million ex- 
change. Imports to a total of US$ 
£40 million are to be consumed do- 
mestically. An estimated US$ 134 
million worth of Japanese commodi- 
ties manufactured from domestic 
raw materials will be exported. 


Progress of Private Trading 


With improvement in the accom- 
modation position in Japanese cities 
SCAP will permit larger groups of 
froeign merchants and other repre- 
sentatives to enter Japan. Severai 
batches of private traders have ar- 
rived since mid-August and hundreds 
of old and new contacts have been 
established. The current difficulties 
arising from the non-existence of an 
exchange rate, high prices fixed by 
SCAP for Japanese export commodi- 
ties, étc. will be slowly overcome in 
the course of the next few months 
when also production of consumer 
goods by Japanese manufacturers is 
expected to gain momentum. 


Extensions for further ‘stay in 
Japan have been granted in all cases 
and SCAP appears to be anxious to 
facilitate business relations between 
Japanese and foreign comovanies. 
Every day dozens of contracts con- 
cluded between Jananese and foreign 
merchants are submitted for final 
approval to SCAP (foreign trade 
division); so far no contracts have 
been disapproved. 


During the first fortnight of 
private trading export contracts for 
US$1i.8 million were approved. Govt- 
to-govt trading, however, will remain 
for a long time to come the main 
channel. From January 1 up to 
July 1, 1947 Japan exvorted on that 
basis goods valued US$200 million, 
and imported from foreign govern- 
ments goods valued US$500 million. 


Private trading during the coming 
months is expected to increase from 
week to week reaching possibly US$ 
10 to 12 million in December. 


Trading with China 


The Central Trust of China is the 
sole authority nominated by the Chi- 
nese Govt for official trading with 
Japan. Private business has not yet 
been developed although a few Chi- 
nese trading firms have sent their 
representatives to Japan in order to 
resume prewar connections. Govt- 
to-govt trading has assumed larger 
proportions with Japanese shipments 


to China considerably larger than 
imports from China. Nanking is 
obliged to settle its trading deficit 
with Japan in US$. 


On account of the exch con- 
trol regulations in force ge ty 
private trading will not amount to 
much in 1948. There is some smug- 
gling of Japanese goods via Taiwan 
and Fukien into Shanghai and othbr 
parts of Central China. Korean and 
Chinese merchants are conducting 
this business on a small scale so far. 


The Chinese Association for the 
Promotion of Foreign Trade in the 
Far East is to be inaugurated in the 
port city of Yokohama on December 


10. The association will comprise 
prominent Chinese and Japanese 
businessmen. The inauguration 


ceremony will take place in the 
Yokohama Chamber of Commerce 
with President of the Chamber Yozo 
Nomura slated for the post of chair- 
man. President of the local Chinese 
‘Residents’ Association Cheng Tung- 
ue slated for honorary chairman- 
ship. 


Trade with India 

Up to now 36 private Indian 
traders have arrived in Japan nego- 
tiati for very large quantities of 
Indi raw cotton against Japanese 
silk yarn, rayon, piece goods, textile 
machinery, heavy machinery, pot- 
tery, glassware, etc. 


So far 170,000 bales of raw cotton 
were sold by India (until this time 
cotton was imported by Japan only 
from U.S.). Indian exporters offered 
394,000 bales but American competi- 
tion succeeded in reducing this 
quantity to 170,000 bls. 


Indian traders are anxious to ex- 
pand their business with Japan and 
a@ permanent Indian commercial 
mission will be set up in Tokyo. 
The two new Dominions, India and 
Pakistan, have taken a very keen in- 
terest in the future of Japan which 
is partly politically inspired. Japan 
has a large store of good will in In- 
dia which should prove of material 
value once trading is getting back to 
more normal conditions. 


Exports to the U.S. 


Japanese silk which started ecming 
into the United States a year ago Is 
enjoying a flourishing sale. It is the 
best raw silk in the New York market 
to-day. The fact that the silk comes 
from Japan does not deter people from 
buying it. Every custcmer in the U.S. 
knows when buying silk dress, the silk 
comes from Japan. 


Next to silk are toys which have 
been imported to the United States from 
Japan in quantity before the war. 
According to the Japanese Toy Guidance 
Council, small novelties for which Japan 
was famous have not yet arrived in the 
U.S. in large numbers. However, many 
orders have been placed for Japanese 
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toys on the basis that samples be shown 
in New York and when they arrive, 
most of them will be stamped ‘Made 
in Occupied Japan.” 


Before the war Japanese green tea 
was another important import to the 
U.S. but then the choice of American 


green tea traders switched to black tea- 


or coffee. Some 8.5 million pounds of 
green tea have been impored from Japan 
but demand so far has been slack. 


Cotton Fabrics Exports 


Japan exported a total of 56 million 
linear vards of cotton fabrics and 4 
million los. of cotton yarn in Septem- 
ber. Of the total cotton fabric export, 
3 million yards were prceduced from 
prewar stocks and 53 million yards from 
Commodity Credit Corporation cotton 
imported from the United States. 
September shipments brought the total 
of Japanese cotton fabric exports to 57 
million yards of old stock fabrics and 
265 million yards of new fabrics. 


Japan contracted up to August 31. 
to supply 10 countries with a total of 
68 million yards of old stock fabrics 
and 30 countries with 510 million yards 
of new stock fabrics. Recipients of 
Japanese fabrics during September. in- 
eluded the Netherlands East Indies, 
Turkey, India, the United Kingdom, 
Burma, Sweden Ceylon, Sudan, Aden, 
Belgium, Congo and French Somaliland. 
The 4 million lbs. of cotton yarn ex- 
ported in September were shared equally 
by Hongkong and Turkey. 


Wool Imports 


Japan will buy about 100,000 bales 
of wool from Australia this year which 
is ‘worth more than £A 3 million. No 
Japanese will come to Australia to make 
these purchases but Japan’s Board of 
Trade will appoint Australian brokers 
to buy for them at the auction. Aus- 
tralia is prepared to suvplv Japan with 
all the wool she can pay for. 


Australia will receive payment in US 
dollars some of which will be spent on 
buying sik and textiles from Japan. 
Australia is keen on her woo] trade 
with Japan. The Australian wool 
delegation tcok part in negotiations 
with SCAP in Tokyo in September. 


The Board of Trade estimates Japan’s 
immediate wool requirements at 250,000 
bales. Japan imported wool chiefly 
from Australia, New Zealand and South 
Africa befcre the war. 


Raw Cotton Imports 


Up to now Japan imported from 
India 60,000 bales of raw cotton. The 
Japan Cotton Spinning Association plans 
for the next year to request the Board 
of Trade to import 533,500 bales of cot- 
ton during the period April to Septem- 
ber. The Association estimates a 
monthly ecnsumption of about 80,000 
bales. Cotton to be imported include 
313,000 bales of American, 205,000 bales 
of Indian (Punjab and Bengal) and 
15,500 bales of Egyptian origin. 


Beside the 60,000 bales of Indian cot- 
ton a total of 350,000 bales of American 
cotton is expected to reach Japan this 
year. 


Steel Ingots to America 


The Japanese Government is shipping 
40,000 tons of steel ingots to the United 
States in barter for American iron ore. 
This is he first export of steel from 
Japan since the surrender. 


At present. Japanese steel industry’ is 


producing about 46,000 tons of steel 


ingots every month. The shipment 
amounts about to a 30 days output of 
Japan’s steel industry. 


Pulp Imports 


Norwegian business firms ccntracted 
with Boeki-Cho for the first postwar 
import of rayon pulp into Japan. 750 
tons will be imported under the contract 
within the first half of 1948 for use 
in the production of rayon yarn. 


A government-to-government contract 
was Closed with Sweden for delivery of 
1,500 metric tons cf sulphite pulp to 
Japan in November for manu- 
facturing paper products. This is the 
first postwar shipment of Swedish pro- 
ducts to Japan. 


From Soviet Russia Japan will get 
5,000 metric’ tons of sulphite pulp 
shipped from Sakhalin. The first 1,500 
tons have already arrived. 


THE SHIPPING POSITION 


The present total tonnage possessed 
by Japan is estimated between 1.1 t0 
1.4 million dead weight tons. SCAP 
has now decided to recommend a mini- 
mum required tonnage for Japan of 
4 million tons which is the tctal pos- 
sessed by Japanese in 1937. Japanese 
merchant shipping losses were reach- 
ing almost 8 million tons during the 
war. 


SCAP considers it essential that a 
large amount of Japan’s foreign trade 
is carried in her cwn bottoms since 
shipping costs especially for the im- 
portation of heavy raw materials often 
constitute from %0 to 50% of the value 
cf the cargo. Building of a merchant 
fleet in Japanese dockyards will, ow- 
ever, be siow so that the U.S. may sell 
or transfer a large number of liberty 
and other war-built ships to Japan. 


The Chinese Govt. has objected to 
such precedure by SCAP and the U.S. 
without, however, having changed the 
American piens. According to Nan 
king, the total tonnage permitted t: 
Japan should have been limited to 11% 
million tons while Japanese dockvards 
should be permitted only to constvuct 
ships up te 5.000 tons of a max:mum 
speed of 12 knots Such suggestions 
were termed by SCAP as completely 
negative. 


The removal of shipping and dock- 
yards from Japan by way of repara- 
tion is strongly cpposed in the Japan- 
ese press. ‘SCAP has indicated that 
only Jimited amounts of shipping and 
two modern shipyards will be allocat- 
ed for eventual reparation deliveries. 
All new constructicn is to remain 
under the Japanese flag. During Jan- 
uary to October 1947 a total of 454 


‘ships of 81,336 gross tons were built 


(344 were fishing vessels) while cur- 
rently under. construction are 491 
wotden and 336 steei vessels of 100.- 
000 tons and 228,323 tons respectively. 
The ten-month average for the dock- 
yards of Japan was: 45 ships of over 
8,000 tons per month. Only the steel 
shortage prevents more active build-- 
ing >of modern freighters or 
ocean and coastal (interisland) trans- 
port. The present building program 
includes coastal ships. fishing vessels. 
for Japanese use, freighters for the 
Scviet Govt. (against deliveries of raw 
materials from the Soviet Union). 
Several European inquiries regarding 
shipbuilding had to be declined by 
SCAP; Norway would have iiked to 
order the construction cf several tan- 
kers of from 16,000 to 18,000 dead. 
weight tons each. : 


All vards are kept busy = altho.wgh 
constructions could be multiplied if 
adequate building materials were 
available. There are cperated at pre- 
sent four modern big yards and some 
70 older and smaller dockyards which 
are on the whole suitable only for the 
construction cf small tonnage vessels. 
Previously Japan had six modern yards 
but two have been allocated for re- 
parations. 


SCAP (Industrial Division) has in- 
structed Overseas Consultants Inc. to 
survey Japanese industries and ship-- 
yards. The shipping experts cf this 
team of consultants were strongly im- 
pressed by the high technical standards 
and all-round efficiency of the Japan- 
ese shipbuilding industry which, in 
their opinion, is the best equipped and 
operated of all Japanese industries to- 
day; with the exception cf backward- 
ness in building technique most yards 
are up to date. (The Overseas Con- 
sultants Inc. were headed by Clifford 
Strike, who was the leader of the well 
known Strike Mission, which studied 
the reparations situation in Japan last 
year and made recCmmendations call- 
ing for the Allied powers to allow 
Japan more industrial capacity than 
advised by the previous Pauley Mis- 
sion on reparations). 


The tctal of Japan’s fishing fleet is 
estimated at 325,000 vessels which in- 
cludes 75,000 steam or motor ships. 


The bulk of the Japanese 27-vessel 
whaling fleet left early in November 
for Antarctic waters for the second 
Antarctic expedition. The 27-vessel 
fleet, compcsed of two factory ships 
for processing whales, has 12 catcher 
boats, 11 carriers and two tankers. On 
board the Japanese whaling ficet were 
observers from SCAP, the United. 
Kingdom, Australia_and Norway. 
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Foreign Shipping Companies 


As friém Oct. 18 nine foreign ship- 
ping companies were li¢ensed by SCAP 
to re-open their offices in Japan, The 
previous control exercised by the U.S. 
Maritime Commission was lifted. The 
principal reason for the re-admittance 
cf private shipping firms was the re- 
opening of limited private trading with 
Japan as from Aug. 15. More ship- 
ping firms will later be permitted to 
open their offices in Japan and engage 
in shipping as before the war. 


licensed shipping com- 
Jardine, Matheson & Co.; 
Dcdwell & Co.; 
& Co.; Java 
C, B= Sharp; 
Lines; Everett 


The nine 
paniés are: 
Butterfield & Swire; 
Mackinnon, Mackenzie 
China Packet Lines; 
American President 
Steamship Corp. 


PRODUCTION REPORTS 


. 


Coal Output 


During October total svtput of coal 
mined in Japan was 2,470,700 tons which 
is the peak since surrender. The daily 
output per miner is 0.2 ton (metric). 
Kyushu minés lead. followed by Hok- 
kaido, eastern and western Honshu 
mines. 


The goal set for 1947 by SCAP is 
30 million tons which jis the minimum 
required for the development of Jap- 
anese industry. So far actual mining 
has only attained some 80 to 95% of 
the goal set. SCAP and Japanese 
Govt. have attempted to raise output 
and are confident of excteding the 
limits early next year. 


The coal production plan drawn up 
by SCAP provides for a monthly pro- 
duction of 4 million tons and imports 
cf foreign coal ranging from 3 to 5 
million tons. To attain the pre-war 
industrial production level it will be 
nectssary that Japan will mine and 
import these quantities. 


Cotton Milis 


At prezent the cotton spinning indus - 
try has installed 2.8 million spindies. 
It is planned to increase the total to 
3.6 million by mid-1948. 


Raw Silk Production 


In October 10 million bales were pro- 
duced, during the same month 277 
factories were operated. T>otal output 
for Jan. to Oct. 1947: 92 million bales. 


Staple Fibre Production 


August output amounted to 2,088,619 
pounds showing an increase of 158.924 
lbs, over the previtus month. The 
Staple Fibre Industrial Association is 
organising a production drive. October 
output totalled 1,096,000 lbs. 
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EXCHANGE & FINANCIAL MARKETS 


U.S.6 TRANSACTIONS 


Demand for TT New York is mo- 
derate although some speculative in- 
terest. has injected a firmer tone into 
the market. The virtual suspension 
of US$ allocations by Government to 
local importers—with the exception 


of a limited range of priority sup- 


plies—as made clear in the informa- 
tion by Financial Secretary of Gov- 
ernment (see last issue, page 624) has 
strengthened the belief that mer- 
chant demand will, in the earlier 
months of 1948, support a firm price 
on: the unofficial market. 


Speculative holdings of funds in 
New York have recently been increas- 
ed in the hope of making a profit at 
an appropriate time when stronger 
merchant demand will coincide with 
gold importers’ buying of TT New 
York and with a_ possible wave -of 
nervousness in Hongkong during 
which, if a few not too illogical 
rumours are adroitly planted, local 
idle funds may seek conversion into 
U.S. dollars. 


However, the recovery. of British 
and European industrial production 
and subsequent ability to increase ex- 
port quotas to all parts of the world 
will make itself felt during 1948 
which development should cecrease 
merchant demand for US commodi- 
ties to a considerable extent. Already 
during recent weeks British goods 


have kept arriving here in _ sizeable 
quantities which caused considerable 
demand for TT London. Importers 
are confident of stepped up ship- 
ments from the U.K. as well as from 
Western European countries There 
is no doubt that demand for T'!' Lon- 
don will further increase here during 
the next few months. 


Considering the possibilities of the- 
unofficial US$ price developments the 
question of supply has to be investi- 
gated. Since it is obvious that the 
so-called open exchange market rate 
of China remains always tar behind 
the unofficial rate, the situation as 
regards overseas Chinese family re- 
mittances and Chinese export pro- 
duce bills has not changed since’ 
August 18 (promulgation of the open 
market rate and the establishment of 
a so-called Foreign Exchange Equali- 
sation Fund Committee of China). 
Therefore, local receipts of US$ from 
these two sources, (remittances and 
export bills) remain on the same 
level as hefore subject only to sea- 
sonal fluctuations in the flow of ex- 
port produce shipments and inward 
remittances. 


Provided that no extraneous sour- 
ces will cover their US$ requirements 
in. Hongkong (as has been observed 
during the first seven months in 1947 
when Near Eastern and Levantine 
merchants availed themselves of the 
facilities of the local exchange mar- 
kets, and also some arbitrage trans- 


Electric Power 


Consumption of electric power has 
been larger during this year than before 
the war. During recent months 30% 
of total output of power was consumed 
by lighting, Heating, cocking. During 
April through June public consumption 
by Japanese households required 1,749 
million kwh or about 28% of total 
output of 6,247 million kwh. The pro- 
gress achieved by the hydroelectric 
plants has been remarkable. As how- 


‘ever industrial power requirements are 


increasing consumption of electric power 
for households has been restricted. ° 


Caustic Soda 


Japan’s producticn of caustic soda in 
the s¢cond quarter of 1947 was almost 
dovble that in the fir:t quarter. Totals 
were 11,905 and 6,442 metric tons, 
respectively. 


Log Production 
Log production amounted to 417,832,- 


.000 beard feet in Julv 1947, bringing 


the total for the first 7 months of 1947 
to 3,985,816,000 board feet. In July 
1946, loz production amountid to 367,- 
160,000 board feet, and cutput during 
the first 7 months of 1946 amounted 
to 3,221,664,000 board feet. 


Light Bulbs 


Electric light bulb monthly produc- 
tion topped the 7 million mark in 


August. The industry is .striving to 
reach the 8 million goal which is 
equivalent to the monthly domestic: 
demand. 


Porcelain Manufacturing 


The Japanese porcelain industry made. 
a spectacular comeback as the world 
demand for chinaware mounted since- 
the surrender. With Japan’s porcelain 
industry edging toward the pre-war 
level, exports of chinaware in the cur- 
‘rent fiscal year (closing March 31, 
'1948) would amount to 400,000,000 yen. 


In the first five months this year, 
Japan exported more than 46,000 coffee 
sets, 3,552 dozens of tea sets and 
nearly 8,000 doz. of toys. 20,000 tabie 
sets, 5,760 dszens of plates, 4,400 
pots, bowls and other earthwares to 
foreign countries. 


Matching the expanding export in 
chinaware, is the recoverv of Japan’s 
porcelain industry. In one producing 
centre alcne, ‘manufacturers finished 
700,000 pieces of chinaware daily, 
valued at 12,000,000 yen. In another 
factory c:ntre 4,000,000 pieces were 
manufactured, totalling approximately 
8,500,000 yen, 


The main difficulty in the porcelain. 
industry is the shortage of coal which 
is urgently needed by most other indus- 
tries in Japan. 
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actions were effected when New York 
and local rates differed considerably), 
it is safe to assume that US$ earn- 
lings of Hongkong will balance if not 
exceed any demand (merchant, gold 
bullion and various outward remit- 
tances). 


With sterling generally believed 
stable around the current free or un- 
official level of 20 to 25% below the 
oficial London/New York cross rate 
—an opinion held both by US and 
British bankers, financiers and trea- 
sury officials—the local unofficial 
rate may not, for some time to come, 
deviate from a TT New York rate of 
HK$512 to 530 (or a cross rate of 
US$ 3.12 to 3.02) with unofficial rates 
for US drafts and notes quoting some 
2 to 5% lower than TT. 


Last week’s highest and lgwest 
prices (in HK$ for US$100) wére:— 
US notes 512—506: drafts 522—513: TT! 
New York 530—525. Cross rates moved 
between USS 3.02 to 3 05. 


GOLD TRANSACTIONS 


The extreme fluctuations on the ex- 
change markets in China militated 
against any expansion of gold exports 
‘to China: forward business remained 
very cautious waiting for a tempor- 
ary period of more stable” rates so 
that calculations could be based on 
figures which are not. as has. been 
the case during last week. changing 
every half-hour. Imports into Macao 
were not reported last week but con- 
siderable. arrivals are expected for 
the current month. Total cash sales, 
on the Chinese gold market, totalled 
13.790 taels: outside of the market an 
estimated 15,000 taels were sold. The 
week’s maximum ‘and minimum quo- 
tations were resp. $330 and 319, and 
the cross rate (based on the current 
TT New York unofficial quotation) 
was US$51 1/2 (highest) and US$493 
(lowest) per troy oz. 


Canton auoted one tael of gold 
from HK$322 to 337, the Shanghai 
HK dollar eouivalent rates for last 
week were 375 (highest) and 340 
(lowest). closing around HK$345 per 
tael. In ‘Chinese money one ounce 
quoted highest over 9 million, opened 
around 8? million and closed at 7 1/2 
million. After the recent strong ad- 
vance in all unofficial exchange rates 
and commodity prices a slight reac- 
tion set in which, after profit taking 
and the usual short. spell of a rest 
before the next upswing, settled the 
gold price at arcund US$55 per oz. 


OUTLOOK FOR GOLD BUSINESS 


As long as irflation, civil war and 
chaotic conditions in China continue 
the sale of gold (in any form) to the 
Chinese people will remain, as. it has 
‘been during the now over 2 years fol. 
lowing the creat victory. a very good 
business proposition. Gold will always 
remain with the Chinese a priority in- 
vestment. ‘There are other means of 
sinking one’s funds in China into non- 
depreciating values: precious metals 
like platinum; pure white and blue. 
white diamonds, carefully. selected na- 
tive and foreign jewellery; foreign 


‘markets in 1948. 
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bank notes, accounts, securities, shares; 
non-deteriorating export commodities 
like embroideries and lace; stamp col- 
lections; etc. 


Gold, however, has a ready native 
and international market value and, 
besides somewhat superstitious attach- 
ment to this precious metal, holds the 
promise of a rise in value in terms of 
world currencies. Only in case of a 
return of economic conditions as pre- 
vailed in ‘China during the short 
years cf 1933 to 1926 will buying in. 
terest in gold cease; but for all practi- 
cal considerations demand will continue 
although it has its limitations set by 
steedily deteriorating earning power of 
the population and their reduced 
ability to save. 


The present extent of gold uptake bv 
Chinese markets appears to be .small 
considering the vast population but 
wealth gets ever more concentrated in 
the hands of an insignificant percent- 
age of the people who have already 
pijed up fortunes and are usually not 
the type of faithful customers for gold. 
At any rate, the same business volume. 


done in 1947 may be anticipated for . 


next year. 


Scurces of supply, notwithstanding 
International Monetary Fund’s endea. 
vours to the contrary. are ample and 
there wil] not arise any supply bottle- 
neck. Prices also are of minor impor- 
tance although excessive profits, on 
account of increasing competition in 
the Chinese gold business, may no 
longer be realisable. The current 
price in New York of US$42 to 44 per 
oz, may tend to move upwards but 
luw-priced Swiss official sales proved 
in the past too much of a det‘erreat. 
The Chinese buyer is prepared to pay 
on the average US$50 to 56 which 
figure should allow stiil a good profit 
margin provided that transportation 
charges can be reduced and multiple 
brokerages and certain incidental fees 
inside Chine partly eliminated. 


During 1947 most gold imports into 
China originated in America; in the 
earlier months of this year Mexican 
peso gold coins were the leading ar- 
ticle but later bars and ingots refined 
in the U.S. took the field. Almost all 
gold was mined in Canada, very little 
in Peru, then sent to refineries in the 
U.S. (principally the American Smelt- 
ing Co. of Selby, California, a -subsi- 
diary of Eastern Refining & Smelting 
Co. of Boston, Mass.) and eventually 
beugnt by bullion dealers and bankers 
for shipment, direct or in transit, to 
China and other Far Eastern markets 
from where, however, the larger por- 
tion was re-exported into China. 


Philippine gold made its reappear. 
ance this year and the rehabilitation of 
other mines, in addition to the only 
active one (Big Wedge) at present, 
will increase the supply for Chinese 
There have been 
inade some unsuccessful efforts in the 
Philippines to operate a refinery but 
so far al] gold mined was sent abroad 
(especially U.K. and US.) for refin- 
ing. 


December 3 


In this connection, the establishment 
of a_ refinery of ores in Hongkong 
should offer considerable opportunities. 
Such a refinery could take up the 
whole Philippine output and also con- 
tract gold ore from other countries and 
areas in the Pacific. Local refining 
costs would be cheaper than in the 
US. and transportation charges could 
be reduced to a minimum. Addition. 
ally. a local gold refinery also could 
take on siiver, and, if a large plant 
is to be erected, as well antimony, 
wolfram and tin. The question of a 
franchise for a refinery may soon come 
up for consideration by the authorities 
in Hongkong. 


Some of the goid mined in Austra- 
lia might also be made available for 
Far Easterr gold markets. The 1947 
production of gold in Australia will 
amount to half million fine ounces but 
in 1948 production is expected to in- 
cvease greatly as a consequence of ac- 
tive promotion by Canberra. 


Gold exports from the U.S. may, 
temporarily, decrease if U.S. Treasury 
reculations are strictly enforced. How- 
ever, for the week ending October 29 


total exports of gold from the US. 
valued over US$2 million. including 
US$497,427 worth of gold to Siam, 


US$23,200 to Philippines and US$315,- 
919 to Macao; since the U.S. Bureau of 
the Census records gold exports at the 
official price (US$35 per oz.), the 
shipment of gold to Macao. during the 
last October week amounted to about 
9.000 ozs. During the three last Octo- 
ber weeks U.S. exports of gold to 
Bangkok valued US$948.639 or over 
27,000 ozs.; this gold has been prob- 
ably shipped to Bangkok only in tran- 
sit for Macao. 


BANK NOTE MARKETS 


Pound notes were last week in bet- 
ter than usual demand which was 
caused by travellers’ buying of sever- 
al lots of hundreds of pounds each, 
intended for carrying into the U.K. 
Whenever there is a large number of 
passengers embarking for England 
(as was e.g. the case with last week’s 
“Ganton”), composed of various na- 
tionalities, demand for pound and 
10/- notes increases with a _ subse- 
quent firming’ up of the unofficial 
rate 


The Siamese tical remained firm 
and the volume of trading has risen. 
On the average HK$24.80 were paid 
for 100 ticals or baht, the TT Bang- 
kok rate quoting around 254. Quota- 
tions from Bangkok confirm the 
steady trend in prices for the baht: 
last. week’s rates on the unofficial ex- 
change market of ‘Bangkok were: 
gold (per baht weight of 15 grams) 
480 to 485 baht; TT Hongkong 3.85 to 
390 baht; TT Swatow (the principal 
Chinese trading centre as far as 
Siam is concerned) for one million 
Pere dollars approx. 136 to 140 

aht. 


Indochina’s piastre dealings re- 
corded a turnover on the cash mar- 
ket of over 5 1/2 million at rates 
which remain stable but are very low 
(average HK$104 for 100 piastres). 
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UNOFFICIAL EXCHANGE RATES IN HONGKONG 


Maxinvum and Minimum Prices for the Period January to November 1947 


a rere 
(in Hongkong dollars for one tael of gold of 37.7994 grammes;—in US$ for one troy ounce of gold of 31.1085 
grammes ;—in Hongkong dollavs for US$100, notes, drafts and TT New York;—in US$ for £1.) 


Average 
Gold 
cross 
Gold rate US ncites US drafts 
Month Highest Lowest US$ Highest Lowest Highest Lowest 
January $366 $315 57 $495 $466 $500 $480 
February 323 254 46 492 484 515 494 
March 283 267 45 490 474 500 48 
April 278 266 45 470 440 480 454 
May 278 258 42% 470 452 475 466 
Jungs 303 270 46 475 458 '486 460 
July 347 297 52% 501 473 498 475 
August 388846 326 51% 568 485 568 489 
Septembe; 405 340% 53 581 533 575 533 
Cctober 357% 322% 50% 551 495 558 495 
November 340 317% 51% 530 502 530 503 
HIGHEST AND LOWEST UNOFFICIAL QUOTATIONS IN HONGKONG 
FOR THE MONTHS JANUARY TO NOVEMBER 1947:— 
(in HK$ per tael of gold, and per US$100) 
Highest. Month Lowest Month 
Gold ees ets etait 200 September 254 February 
(Cross rate per troy oz. in US$ 57% Jan. & Sept. 42 May) 
US$ notes . ten he he OSL September 440 April 
US$ drafts .. 575 “4 454 ¥ 
TI" News 07 ie we, cite 208 593 ” 482 January 
(Cross rate per £ in US$ 2.70 ” 3.32 A; 


UNOFFICIAL QUOTATIONS IN 
NOVEMBER 


GOLD: highest per tael $340; lowest 


$317%. Cross rate per troy ounce fluc- 
tuated between 49%, 50%, 51%, 582, 
52%, 53. 


US$ notes: $530 (highest) and $502 
(lowest) ; drafts: 530 and 503; TT New 
Yerk: 545 and 512 respectively for 
highest and lowest prices (per US$100). 


Total estimated cash sales of gold on 
the local gold market, both at the Gold 
& Silver Exchange Society and curb 
market: 120,000 taels against about 
170,000 taels during the month of Octo- 
ber 1947. 


VIET MINH BANK NOTES IN INDO- 
CHINA 


The :egime of Dr. Ho Chi-Minh in 
Northern Indo.China started to print, 
on very inferior paper and with rather 
erude materials, its own scrip several 
months ago. At that time the control 
of certain areas in northern Annam, or 
Viet Nam as it is now known, was ex- 
tending into several cities including 
Hanoi and Haiphong. Meanwhile the 
military situation has changed, the 
French authorities have regained con- 
trol cver all cities and larger parts of 
the fovreer Viet Minh (the revolution. 
ary party of Dr,.Ho) areas, and con- 
sequently all economic and _ financial 
plans made by the Viet Minh have 
been frustrated. 


The issue of some 500 to 600 mil- 
lion of serip by the Viet Minh has 


come to an end although, in remote 
areas, this paper money still circulates 
but what value it has in terms of food- 
stuffs aud daily necessaries is obscure. 
When the French returned to Hanoi 
and Haiphong some Viet Namese were 
left with bundles of this Viet Minh 
scrip which is of course valueless. The 
unlucky possessors have to write it. off 
like other individual war losses. The 
value of the piastre or I.C.$ as issued 
by Banque de l’Indo-Chine has remain- 
ed unimpaired by the circulation of 
Viet Minh scrip. 


TRANSACTIONS IN CHINESE 
MONEY 


On Nov. 25 the official so-called open 
market rate of China was advanced to 
CN$74,060, banks’ selling, per US$1, & 
CN$228,.000 per £. The cover rate is 
resp. CN$73,000 and 225,000 for US$ 
and_ sterling. The unofficial rate of 
exchange increased during the past 
week to record Jevels, reaching at one 
time CN$150,000 but most transactions 
were done around 140 to 145,000. 


(On Aug. 18 the official open market 
rate, which coincided with the unoffi- 
cial price, was quoted at CN#39,000 
and 124,000 for US$ and § respective- 
ly. During the past 3% months the 
official rate has been many times re- 
vised until it is now about 100% high. 
er, while at the same time the un- 
official rate improved by 250%. Com- 
modity prices have risen on the whole 
in same proportions. i.e. from 100 to 
250% and over during the last 3% 
ananths). 


Hongkong /New 

Bhat ke York cross rate 

., New York in US$ per £ 
Highest Lowest Highest Lowest 
$522 $482 $3.32 $3.07 
525 ' 506 8:17. 3.05 
517 485 3.80 3.09 
515 494 8.20 3.11 
530 493 3.25 3.02 
518 485 3.30 3.08 
516 498 3.21 3.10 
585 505. “3.18 2.76 
593 540 2.97 2.70 
572 516 3.10 2.85 
545 512 3.12 2.94 


For many weeks past the official open 
market rate remained about 50% be. 
low the unofficial rate and consequent- 
ly inward remittances and the surren- 
der of export bills are thoroughly dis- 
couraged. It is now the general. 
opinion, among officials and traders in 
China, that the measures instituted as 
from last Auugust 18 have compictely 
failed. All public credit at first ad- 
vanced when the composition of the 
members and the system of the opera- 
tion of the Foreign Exchange Equali- 
sation Fund Committee was announced 
has been withdrawn already many 
weeks ago and the nation-wide scepti- 
cism with regard to government mea- 
sures emerges stronger than ever, The 
failure cf the FEEFC, which is the 
failure of the Central Bank’s policy, 
has deepened the prevalent economic 
defeatism of the Chinese people and its 
foreign friends. 


Hongkong exchange markets witness- 
ed daily heavier unloadings of Chinese 
scrip with subsequent violent declines 
in the rate. The week’s highest & 
lowest rates for notes were (in HK$ 


for one million Chinese dollars): spot 
48144-3742; forward 451%4-32%%. The 
lowest remittance rate for Shanghai 


dollars was 33% and. for Canton dol- 
lars 84%4. 


The influx of notes and drafts from 
Shanghai and North China was unin- 
terrupted and TT on North China 
places was on offer without finding 
always cover. The deepening dis- 
orders in North China ~ furthermore 
caused the flight of capital and persons 
to Shanghai, South China and abroad. 
The Chinese Govt. tried to stop this 
frantic exodus of money and values of 
any description from North China and 
re-emphasised previous military and 
other laws which limit the amount of 
domestic remittances as well as per- 
sonal transportation of Nanking’s legal 
tender. To judge by reports from 
Canton, Amoy, Swatow, and the local 
unloading of piculs of bank notes, these 
measures are. aS usual, strictly ohserv- 
ed in the breach and not in the per- 
formance, 
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Canton’s unofficial exchange market 
transacted an unusually large volume 
of HK$ which quoted highest 31,000 
but settled towards the close of last 
week around 25,000. Many native 
banks and exchange shops ration HK% 
to their customers, and a number of 
them sell only during few sessions 9i 
the week, particularly when they cal- 
culate that @ high point has been reach- 
ed. Buyers are very active for HK$, 
which is in Canton and South China 
the most hoarded currency often re- 
quired ‘as the only permissible means 
of payment for many business transac- 
tions. 


Inflation continues at an ever in- 
creasing rate. The active note circuia- 
tion is unknown and the Chinese Govt. 
refuses to divulge any information. 
Noies are printed in China and are also 
manufactured by the trillions abroad. 

Until] June this year the Chinese 
Customs published, very inconspicuous. 
ly, the amount of Chinese bank notes 
imported; by oversight of the respon- 
sible hugger-mugger authorities in 
Nanking it so happened that thus it 
was revealed that during the first 6 
months of 1947 almost 8 trillions of 
foreign printed Chinese scrip had been 
imported into China (see our issue of 
Nov. 5, page 548, giving details). It 
was possible to make conclusions from 
this fact which Nanking certainly 
found inconvenient and consequently 
Customs had to discontinue the publi. 
cation of these figures. It is quite 
likely that further imports of Chinese 
money, printed abroad. have mean- 
while entered Shanghai to the tune of 


a dozen or more trillions. (A trillion 
ig one thousand billions). 
Under these conditions it is small 


wonder that commodity prices rise and 
that cost of living soars; gold and for- 
eign exchange rates are then illogica:- 
ly expected to remain frozen, and if 
one would ask at Nanking for an ex- 
planation the answer will probably be 
a lemon. 


EXPORTS OF FOREIGN BANK 
NOTES FROM CHINA 


During January to August this year 
foreign bank notes were exported, as 
recorded by the Chinese Customs, as 
follew: US$4,268,000 and HK$23.9 
million. 


The total of HK$ exported from 
China under permit is very great and 
requires some official elucidation. HK$ 
is commonly held in South China but 
there are considerable HK$ hoards in 
Shanyhai which are a consequence of 
the millicns,of HK$ carried to Shang- 
hai for disposal after the Japanese 


army in Hongkong compelled the man. 
agers of the Hongkong & Shanghai 
Banking Corp. to sign what was later 
termed duress notes. Shanghai bank- 
ers. and finencial speculators are still 
holding an estimated HK$ 10 million 
in “duress notes” (or in the Shanghai 
jargon of Szechuen Road ‘‘new 500 
notes’). 


IMPORTS AND EXPORTS OF GOLD 
AND FOREIGN BANK NOTES 


(1) Hongkong: The legal position 
has been clearly stated in our issue 
of April 16 (Vol, II, No. 15). Any 
transaction, import and export of gold 
and foreign currency (in any form) is 
subject to control by Government and 
only if special permits are granted may 
sales or import and export be effected. 


In the past the control was exercis. 
ed with great leniency but receni 
heavy gold imports and exports neces- 
sitated stricter enforcement of the pro- 
visions of the Defence (Finance) Re. 


gulations, and an increasing number 
of offenders who carried gold into or 
out of the Colony have been brought 
to book, their gold was confiscated and 
fines were usually imposed as well. 
The greater care taken by Revenue 
officers of Government has brought 
good results. Even an excess of orna- 
mental gold imported into and export- 
ed from the Colony is liable to confis- 
cation as have quite a few travellers 
found when facing during recent 
weeks the Courts of Hongkong. 

(2) China: New regulations were 
enforced last week which limit exports 
of gold and foreign currencies by Chi- 
nese and foreigners leaving China at 
2 troy ounces and US$100 or equivalent 
per person. Imports are equally limit- 
ed to US$100 and _ to ten ounces of 
gold (in any form); excess amounts 
are to be deposited when entering 
China with the Chinese Customs whe 
will return such excess foreign cur. 
rencies and gold within a period of 
one month if claimed by the traveller 
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HONGKONG OFFICIAL EXCHANGE RATES 
AGREED MERCHANT RATES 


MAXIMUM SELLING 


STERLING. 1/2 15/16 delivery within 

2 months with 
1/32 
for every fur- 
ther 3 months 


a cut of 


forward. 

—Do— 
(East & South 

Africa) 

—Do— 
(West Africa & 

West Indies} 
RUPEES (India) 82 % 
—Do— (Rangoon) 82 % 
—Do— (Aden) 82 % 
STRAITS $ 63 
TS. 24 15/16 delivery within 


CANADIAN $ 
a cut of 


for every fur- 


months with 


MINIMUM BUYING 
iy 


LS? wave mee 

1/3 “1/16; ©/D: 

1/3 . 3/32 30d/s. 

1/3 1/8 60-90d/s. 

1/3 5/32 120d/s. 

1/3 1/8 O/D if under L/Credix. 
1/3. 3/16 O/D with L/Credit 


1/32nd up every 30d/s. 
1/3 5/16 O/D if under L/Creui> 
3/8 O/D with L/Credit. 
1/32nd up every 30d/s. 
83% Grips 


ga CoN, 
84 ¥y 7 & SUd/s. 
84 \& 60d/s. 
8 % 80d/s. 
Alj buying rates 


higher than India. 
84 &% O/D if under L/Credit. 


ther 3 months 


forward, 
U.S.$ NOTES 
AUSTRALIA. 1/6 % 
NEW ZEALAND, 1/6 7/16 


84 O/D without L/Credit. 
84% 30 & 60 d/s. 

53 LT eee O7D. 

34M 30 & 60d/s. 

25% Ea 

25 5/16 O/D---30d,'s. 

1/16 995 3/8 ~=—60—904i/s. 
eA eghs (Banks to pay Inscur-. 
ance and Postage? 

1/6 % ipl be 

1/6 15/16 O/D. 

1/6 13/16 T.7. 

W627 /8. O/D; 


a eEeSSSSSSSFSSSSSSSSSSSFMMMMMMeee 
HONGKONG UNOFFICIAL EXCHANGE RATES (IN HK$) 


CNS (per o1.e million) 


Gold per Tael Spot 
Nov. High Low High Low 
24 330 325 48) 48 
25 329 326 463 42; 
26 3283 3203 44 373 
Ay SPR 319 39 37h 
28 324 3203 42 40 
29 = 8224 319! 45 A3h 


Forward 


i Shai Canton USS (per 100) 

High Low oh is oe Cael Notes Draft T.T. I.C$ Guilder Baht rau 
45, 41, 43° 43° 511) §21 530 10: 27) 25 13.2 
41; 36239; 414510514525 10; 26! 25 14 
37; 35, 38; 40. 507515528 10: 26! 25 14 
342 32,34 35 510 516 5929 10 271 24} 12.: 
38 34h 35 355 516 519 598 10; 27 Py a OXS 
BY = RS 8%) 39! 513 519 597 10: 963 243 128 
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SHARE MARKETS 


JAPANESE STOCK EXCHANGE TRANSACTIONS 


The formal resumption of stock & 
share trading in Tokyo and other 
Japanese financial centres is expected 
by the middle of 1948. At present 
business is conducted by a curb market 
organised by prewar stock brokers, in- 
vestment bankers and some new share 
and security trading firms. The old 
Stock Exchange building in Tokyo, 
used as military billets, is about to 
be derequisiticned and will then house 
again the stock market. j 


Trading naw is conducted in the 
form of a curb market in a building 
near the Tokyo Stock Exchange with 
a Committee composed of leading brok- 
ers being responsible for orderly 
business both to the Japanese 
Finance Ministry (Securities Section) 
and SCAP (Finance Division). The 
Committee, although of no legal status, 
has to submit weekly reports to the 
Japanese and SCAP authority, stat- 
ing volume of business done, prices 
_and supplying such information as may 
from time to time be required. 


There is no doubt that SCAP views 
share and securities transactions on 
the unofficial Tckyo market as con- 
ducive to economie progress of the 
Japanese economy and tacitly encour- 
ages trading. The reorganisation of 
stock trading in Japan, on the pattern 
of American stock markets. has been 
studied by SCAP with a view to help 
in the broadening of the future offi- 
cial share market and encouraging the 
widest possible public investment in 


shares of all public stock companies. 
EE EG SS SS ESET ELT PEG IE LOI BEE EE TAISEN 


otherwise such deposits will be sold at 
the official open market rate of Cen- 
tral Bank of China. Government may 
issue special import and export per- 
mits upon applications made by busi- 
ness men, students, travellers etc. 


Trading in gold and foreign ex- 
change is prohibited at other than the 
official open exchange rates and offen- 
ders are liable to be sentenced to im- 
prisonment and to be fined. 


SELLING RATES OF THE HONG- 
KONG & SHANGHAI BANKING 
CORPORATION 

London 1/2-27/32. 

Shanghai nominal, 

Singapore 52%. 

India 82-3/8, 

United States 24.7/8. 

Manila 50-1/16. 

Canada 24.7/8. 

Bangkok 243. 

France 2970. 

Switzerland 107. 

. Australia 1/6-3/8, 

Buying rates will be quoted on ap- 
plication, 

U.S. cross 
403%. 


Deke 
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rate in London 402%— 


Future Official Tokyo Stock Ex- 
change 


The advice of SCAP to Japanese 
Government and stock brokers has been 
that the system of the San Francisco 
stock exchange should be copied in 
Tokyo both in principle and as re- 
gards the trading regulations. There 
is much argument in Tokyo about the 
merits of the U.S. West Coast stock 
exchange trading methods; the main 
opposition to the SCAP-adviced reform 
«omes from legal circles who find many 
difficulties in the necessity of chang- 
ing present Japanese laws in order to 
adapt the San Francisco exchange pat- 
tern to the prewar usage in Tokyo. 

he Japanese securities exchange law 
and other related legislation will have 
to be revised—while under the Ameri- 
can system all stock and share own- 
ership’ and transfers have to be re- 
gistered with the privately constitut- 
ed Commission of the Stock Exchange, 
the Japanese law requires such regis- 
trations with the Finance Ministry, 
Securities Section... The majority of 
Japanese brokers hold that it should 
remain the responsibility of Govern- 
ment and not of a committee of brok- 
ers, elected by all members of the 
stock exchange. to register ownership 
and transfer in sharss; public con- 
fidence is usually stronger when an in- 
direct supervision by an authority as- 
sumes thus responsibility for the proper 
conduct of share business. 


The Japanese securitv exchange law 
became law only last February. It de- 
legated to its Security Sectisn the 
supervision of the activities of stock 
exchanges in Japan, placing the res- 
ponsibility for regular business trans- 
actions on the elected committees com- 
posed of registered share brokers. The 
revision of the law would relegate the 
Finance Ministry’s function to that of 
merely keeping records as submitted by 
the Committee of the exchange. 


Campaign by Sharebrokers 


The unofficial Tokyo Stock Brokers 
Association is now engaged in solicit- 
jing more public interest, in share busi- 
ness. They have the full support of 
SCAP and the Japanese Govt. in their 
endeavour to place millions of shares 
of the former Zaibatsu corporations 
among the widest possible number of 
investors. Newspapers, radio and the 
mails are extensively used for popu- 
larising stock investment. 


The circle of shareholders in Japan 
hag always been limited with the gen- 
eral public taking little if any interest 
in share transactions. Since the post- 
war developments in Japan have partly 
annihilated the wealth of former im- 
portant investors and simultaneously 
have created new classes of well earn- 
ing and saving peaple, the sharebrok- 
ers have now to familiarise an entirely 


new group of the public with the merita 
and opportunities of the stock market. 
he nouveaux riches are, however, not 
easily convinced of the importance of 
share business and, it is especially the 
new yen-class of farmers and fisher- 
men, disposing of increasing amounts 
of ready.cash, who look askance at all 
efforts made to induce them to sink 
some of their funds in stocks and 
shares. The success ‘of the decen-: 
tralisation of great financial holdings 
in Japan depends, however. on the 
ability of Government and brokers and 
bankers to arouse sufficient public’ in- 
terest for their acquisiticn of shares. 


Foreign residents and also overseas 
Japanese have shown interest in pur- 
chasing shares in Japanese industries, 
banks etc. but the tempo of buying 
has bzen slow while the volume of 
shares on offer is very large. Govern- 
ment holds, directly or in trust, huge 
parcels of sharés in almost every im- 
portant company which they desire to 
reduce. 


The principal points considered by 
investors in Japan at the present stage 
are the pcssibilities for a better yield 
and an advance in rates if and when 
inflation should further progress. The 
problems to be studied by potentia] in- 
vestorg are necessarily of a very com- 
plicated nature in the economy of a 
ecuntry which just has emerged- from 
defeat but which is so well disciplin- 
ed and organised, enjoying the bene- 
volent control of America, scoring ever 
mounting production increases and 
ctherwist appears even to the cautious 
financier as a country of considerable 
opportunities in the near future. How- 
ever, many Japanese and foreign in- 
vestors prefer to wait until stock trad- 
ing has been Jegalised and the most 
vital element of a stock market, active 
speculation, has become a simple pro- 
position. At present, speculation exists 
but is very limited in extent. 


Trading in Tokyo 


The curb market has been transact- 
ing during recent weeks on the aver- 
age 700,000 to 900,000 shares but dur- 
ine a few trading session turnovers of 
1% million shares were recorded. The 
leading issues are the cotton spinning 
mills which are regarded as the baro- 
meter of the market trend. Dockyards. 
insurances, entertainments, industrials 
are the most favoured shares after 
cottons. Reports and rumours influence 
the daily quotations but the policy of 
SCAP, as emerging from directives 
and official statements, is the most im- 
portant single factor for the movement 
of prices. 


Earnings on the whole are very good 
and most companies whose shares are 
listed show excellent working results. 
However, the high rate of profits taxa- 
tion and some uncertainty about re- 
moval] of various plants under repara- 
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tion claims depresg often prices. The 
strongest stimulant for buyers was re~- 
cently the well founded report that 
controlled trade will be gradually re- 
leased althcugh free ‘trade cannot yet 
be expected to be re-introduced for 
Matty months to come. However.’ the 
intention by SCAP and the Japanese 
authorities is clear as regards the free- 
ing of trade from all official impedi- 
ments and controls. The relaxation of 


controls and partial removal of ceiling’ 


prices of a large number of com- 
modities and foodstuffs was justly 
taken as the first substantial proof of 
official policy.. 


HONGKONG STOCK 
During the week, Nov. 24 to Nov. 
28, the market drifted listlessly. Lack 
of news contributed to a dull and un- 
interesting week of trading, thus creat- 
ing: what is commonly described as “a 
buvers market.” With the exception 
of {ndustrials, which were neglected, 
there was no indication of weakness. 
The Felix Ellis price’ index of twelve 
representative, active local stccks show- 
ed a net loss of 1.07 points compar- 
ed to the close of the previous week. 
Day-by-day his averages were: Nov. 
24, 150.88; Nov. 25, 150.10; Nov. 26, 
149.89; Nov. 27, 149.46; and Nov. 28, 
149.88. During the month the high 
was 150.55 on the 20th, and the low 
was 148.58 on the 14th. _The low for 
the year was 123.88,, while the high 
was 155.82 reached on' May 3. 
BANKS: All transactions in BANKS 
were at 1,990 while no business was 
reported of Bank of East Asia which 


Bearish factors were induced into the 
market by the proposed industrial de- 
centralisation. law which, if it 
materialises, may reduce efficiency in 
production of certain plants. Other 
bearish factcrs were: reports about, or 
actual introduction of, increased taxa- 
tion (particularly upsetting is: the pos- 
sibility of a levy on undamaged pro- 
perties to the extent of three times the 
annual rental), and the. permission 
granted to foreign insurance companies 
to do business in Japan which fact 
should reduce the premium earning 
ability of Japanese insurance firms in 
some branches (esp. marine insurance). 


& SHARE MARKET 


INSURANCE: Business cecurred in 
only UNIONS and UNDERWRITERS. 
Unionss were transacted at 765, 775 
and 770, while Underwriters were sold 
at 7 and 6%. 

DOCKS & GODOWNS: Sales occur 
red in Wharfs cum rights at 220, and 
ex rights at 160; the rights were want- 
ed at 56. Other business in this sec- 
tion were: H.K. DOCKS at 33% and 
34; S’HAI DOCKS at 16 and PRO- 
VIDENTS at 23 and 2244. 


HOTELS & LANDS: Business was 
reported as follows: HOTELS ai 24%, 


LANDS old at 81%, and S’HAI 
LANDS at 6.35, 6 and 6.10. 
UTILITIES: More business was 


transacted in this section than in any 
other as will be seen frcm the follow- 
ing recorded transactions: TRAMS at 
24%, 25, 24%, 241%, 24%, 24%; CHINA 
LIGHTS old at 2134, 21, 20%, and 


new at 15%; ELECTRICS at 52, 51%, 
ee 


HONG KONG STOCK EXCHANGE 
TRANSACTIONS 
for the week November 24 ta 28: 


Total sales amounted to $1,787,592 against the four previous weeks’ 
turnover of $3,486,457; $1,265,861; $1,780,957 and $2,652,420 respectively. 


had buyers at 116. 


Name of Stock 


Rates for the Week 
ending Nov. 28th: 


arr ea 
0. Rates on 
Highest Lowest Shares) ec. 1 
H.K. Bank 1,990 1,990 208 2,000 
Union Insurance ae 175 765 114 750 
China. Underwriters - 7 if 1,000 7 
Wharves _ a . 220 220 100 230 
Fs Rights ..- s, 57 57 100 56 
Docks hy Augers € ‘34 34 660 33 
Providents ee is 23 22% ‘2000 22% 
HK Hotels ates is 244, 24% 700 23% 
H.K. Land Investment. 81% 81% 600 81% 
Tramways 5. wate 24% 24% 4,100 244% 
H.K. Electrics wed eho beies 52 51 3,552 52 
: a (Rights) 40% 39 6,487 42 
China Light, old A 21% 20% 4,400 21 
; on: News. : 15% 15% 1,000 1614 
Telephones (Old) 42% 41% 3,200 42% 
5 (New) 37% 37% 1,500 37% 
Bepenceniin. ai. onk=s 21 21 900 21 
Patty Farm .. 86 85 400 86 
ane Crawford 53 53 225 52us 
Sinceres .. 850 830 1,927 8.60 
Ewo: Cotton . 12 12 3,100 12 
Shanghai Lands 6.35 6 4,500 6 
Shanghai Docks 16 16 2,500 15% 
Sa OOF en 5.30 530 600 5% 
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Kite, 56%, 52, and RIGHTS at 4}, 40, 
89, 39%2, 40, 39%, 40; TELEPHONES 
old at 42% and new at 87%; MACAO 
ELECTRICS at 22, 

INDUSTRIALS: Little interest was 
displayed in thig section. with a trans- 
action in ROPES at 21. and two trans- 
actions in DAIRY FARM at 86 and 
8 


3. 

STORES: Business was reported in 
LANE CRAWFORD at 58; SINCERES 
at 8.30, 8.35, 8%; SUN at 5.30. 


MACAO ELECTRIC LIGHTING CO, 

LTD. 

The accounts presented to sharehold- 
ers at the annual meeting on Nov. 25 
cover the period December 1, 1945, to 
Nov. 30, 1946. There was a net loss 
of $2,880, this being due to the fact 
that there was a lot of réhabilitation 
work to be carried out on the vlant 
and network, in addition to the addi- 
tional increased cost of materials and 
labour. 

The Macao Authorities granted the 
Compahy an increase to all rates as 
from June 1 this year, this being to 
compensate to scme extent for the high 
cost of materials and increasing labour 
costs. From all present indications, 
the Company’s shareholders can be as- 
sured that the next balance sheet will 
show a substantia] improvement. 

The negctiations for compensation 
from the Macao Town Council for the 
use of the British plant during the 
war period from January 1, 1943, to 
end of November, 1945, have not made 
much progress, 

In the- balance sheet the two items 
“Boilers and Turbo-Generators A/c” 
amounting to $365,194 and the “Arc- 
counts Payable and Credit Balances” 
amounting to $546,579 include the sum 
of $316,747 for coal supplied to the 
Company by the Mlacao Authorities 
during the vear 1942; these two items 
are included in negotiations with the 
Authorities. 

The generating plant and Equipment 
is in excellent shane and a large pro- 
portion of the repair werk on mains 
was concluded during 1946. 

The general business of Macao has 
gradually improved during this year; 
the number of consumers has increas- 
ed and a few factories have re-estab- 
lished their business which have been 
closed for scme time due to lack of 
raw materials. 


Directors:—Messrs. F. J. Geliion 
(Chairman), K. P. Fletcher, D. B. 
Evans (representing Messrs. Johnson, 
Stokes and Master, Secretaries), H. C. 
Margrett (representing the Brittish 
General Electric Co.) and T. B. Wil- 
son, 


LANE, CRAWFORD LTD. 


The Company is paying as from Dec. 
15 an interim dividend of $1 and a 
ponus of $1 per share, free of tax. 
The final dividend is payable in May 
1948. Dividend and bonus in respect 
of the year 1946 amounted to $5 per 
share of $10 paid up. Prewar divi- 
dend amounted to $0.80. Average 
market, price is $53. 
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COMMERCIAL MARKET REPORTS 


CHINA EXPORT IMPORT REGULATIONS 


NEW SOUTH 


Following the discovery of several 
corruption cases involving a number 
of high officials, the South China Im- 
port and Expigrt Control Board which 
was formed on July 30, has tecently 
been thoroughly. re-organised with 
many dismissals and new appointments; 
modifications in its administrative sys- 
tem were also introduced. 


The re-organised body is now known 
as the “South Ching Regional Commit- 
tee of the Export Import Board” in 
which participate the Import Export 
Control Bard of China, the’ Chinese 
Customs, the Kwangtung Provincial 
Government, the Kwangsi Provincial 
Government, the Joint Office of the 
Four Government Banks, the Canton- 
Hankow Railway Administration, the 
Canton Bankers’ Association, the Can- 
ton Chamber of Commerce,- and the 
Industrial and Commercial Advisory 


Bureau of the Ministry of Economic 
Affairs, 


Four Departments 


The Regional Committee has four 
departments: (1) Import Quota Al- 
location Department for the examina- 
tion of applications for import licences 
coming under Schedule II; (2) Export 
Development for promoting exports, 
issuing certificates, verifying export 
values, screening applications of im- 
porters who wish to import raw 
materials and packing materials for 
re-export; (3) Non-Quota Import Al- 
Iecation Department for the examina- 
tion of import licences coming under 
Schedule IIIa, and (4) Secretariat for 
administrative work and registration 
of importers. In addition, the Regional 
Committee has appointed an individual 
Examination Sub-committee, 
functions are not linked with any of 
the four depurtments with its author- 
ity in some cases above any of these 
tour departments. 


Examination Committee 


This Examination Sub-Committee is 
composed of members of the Indus- 
trial and Commercial] Advisory Bureau, 
the Social Affairs Bureau of the Can- 
ton City Government, the Canton 
Chamber of Commerce, the Construc~ 
tion Bureau of the Kwangtung’ and 
Kwangsi Provincial Governments and 
the 13 exchange banks appointed by 
the Central Bank of China in Canton. 
This Sub-Committee employs 90 out- 
door inspectors in 30 groups each econ~ 
sisting of three members from differ- 
ent organisations of the member-bodies 
of the sub-committee. 


The main functions of the sub-com- 
mittee are: to dispatch inspectors of 
three in a group to investigate, check 
and verifv various statements submit- 
ted by applicants in order to arrive 
at a decision, either favourable or un- 


whose’ 


favourable, to he submitted to other 
departments of the Regiona’ CGcmmit- 
tee for accepting or rejectine registra~ 
tion applications of factories, import- 
€rs or exporters. 


Officials of the Regional Committee 
The principal officials of the Regional 


Committee are Mr. Chu Hwei-yat, 
Director of the Committee; Mir. Dien 
Ting-on, Deputy Director; Mr. Tse 


Wan-lung, Chief of the {mport Quota 


Allocation Department; Mr. Wong 
Tseng-fong, Chief of the Export De- 
velopment Department; Mr. Leung 


Chak-kwai, Acting Chief of the Non- 
Quota Import Allocation Department; 
and Mr. Chien I-yu,: Acting Secretary- 
General of the Secretariat. 


The Secretariat ‘1as four sections: 
(1) Correspondence, (2) Registration, 
(3) Information atid (4) Statistics. 


The revised administrative system of 
the Regional Committee and the new 
registration regulations ficr importers 
and factories in the ,South China area 
were mapped out Dr. Y. L. Wu, Secre- 
tary of the Hongkong Office of the 
Central Bank of China. and Mr. L. C. 
Wu, chief accountant of the Hongkong 
branch of the Kincheng Banking Cor- 
poration, in close co-operation with 
various heads ‘of the Regional Com- 
mittee and other oificial organisations 
concerned. : 


Unlike previous administrative, ex- 
amination and issuance systems, the 
‘revised procedures and authorities for 
examination, registration, and issuance 
of import permits are not concentrat- 
ed in one particular depertment. The 
new system was devised by the Re- 
gional Committee te avoid as much as 
possible the dgep-rooted corruption and 
exercise of monopolies by any official 
or any department of the Committee. 


Foreign Exchange Allocations 


Another improvement has _ been 
achieved in the allocation of foreign 
currencies ab official rates to all im- 
porters and factories. ©The abolition 
of the previous systemh was necessary 
as it made available fcreign exchange 
allocations for South China only to the 
registered factories and importers in 
the area. 


Under the new system, the future 
forsign exchange allocations will be 
made according to the requirements 
and standing of individual factories 
and importers. However, distribution 
will be limited according ,to the total 
aliceation the Regional Committee re- 


ceives from the All-China Export Im- 


port Control Board. In other words, 
registered factories and importers will 
not receive the same quota but will 
be allocated various amounts accord- 
ing to their respective standing and 


volume of business. 
tion available for registered factories 
and importers will not exceed that, 
given for the South China region ‘by 


The total alloca~. 


the All-China Expert Import Control 
Board. 
The Regional Committee is still 


studying a general basic policy with 
regard to different allocaticns to be 
allowed to various; groups of factories 
and importers. The general basic 
policy will be formed and adopted by 
the Regicnal Committee when jt starts 
the distribution of South China’s last 


quarter (from Nov. 1947 and Jan. 
1948) forcign exchange quotas of 
US$4,920,000. The total of the” last 


quarter allocation, "which represents an 
increase cf about 20 percent over the 
third quarter’s quotas, was -dnnounced 
by the Regional Committee’s head office 
in Canton on Nov. 26 


New Registrations 


Previously altogether 1,862 importers 
were registered with the South China 
Impcrt and Export . Control Board. 
Besides these registered importers, no 
other fa¢tories or importers were given 
foreign exchange allocations. With 
the te-organisation of the Beard, the 
new Regional Committee has already 
announced that all importers (whether 
previously registered or not) and fac- 
tories who wish to import raw materials 
or machinery for their. own -use are 
advised to register with the Committee. 


According to the Temporary Regis- 
tration ‘Regulationg for South China 
Importers, which were announced by 
the Regional Committee last week, all 
factories in the South China area who 
wish to import raw materials and ma- 
chinery for own use and also all im- 
portees in the same area may regis- 
ter with the Regional Committee for 
foreign currency quotas. The registra- 
tion are open to all factories and im- 
porters whi desire to import goods 
under Schedule II and IIIa. Registra- 
tion’ will be classified into three 
groups, namely. (1) factories and im- 
porters established before the war, (2) 
factories and importers’ established 
after thé war, and (3) factories and 
importers established after the pro- 
mulgation ‘of these revised regulations. 


The revised regulations require im- 
porters to file applications (four 
copies) stating. (1) Name of firm, (2) 
business address, (8) date of estab- 
lishment (in. South China), (4) 
nationality of firm, (5) description of 
internal organisation, (6). capital au- 
thorised and paid up, (7) location’ of 
branch if any, (8) government regis- 
tration certificate (a) ‘issuing office. 
(b) date (c) certificate Nio., (9) Cus- 
toms ‘dutv receipt, (a) issued by, (b) 
amount paid. (c) period covered, (10a) 
Letter of credit, (a) issuing bank, (b) 
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amount, (c) period covered, or (10b) 
bank (lawfully constituted) certifica- 
tion, (a) certifying bank, (b) business 
address, (c) responsible office and 
capacity, (d) amount of L/C, (e) 
period covered, (11) agency contract 
abroad, (a) name ot firm or factory, 
(b) business address, (c) scope sof 
business, its description, (d) 
modity in supply, (e) ‘applicant’s com- 
modity on agency, (f) sole agency or 
not, (12) foreign branch or contract- 
ed corrcspondent, (a) name vf firm, 
(b) business address, (c) scope of busi- 
ness, its description, (d) bark state- 
ment (give figures), (13) principal 
commodity in trade (state tariff Nios.), 
(14) commodities of first preference: 
Schedule II or IIIa (ioption),. (15) 
commodities of second preference: 
Schedule II or Illa (option). (16) past 
importation giving name of each com- 
modity, direct shipment from or trans- 
shipment from, country of origin, 


quantities and value covering the years. 


1935, 1986, 1987, 1946 and the past 
12 months before registration. 


Procedures for Importers & Factories 

Concerning the direct allocation to 
factories, the Regional Committee re- 
quires applicant factories in South 
Ching area to send also in four dupli- 
cate copies of avplications for reégis- 
tration stating (1) name of factory, 
(2) address, (3) date cf establishment 
in South China,. (4) government licence 
‘or ‘certificate, (5) nationality gf fac- 
tory, (6). internal organisation of fac- 
tory, (7) paid up capital. 
of workers employed (child labour ex- 
cluded) (a) permanent. (b) temporary, 
(9) . engine and machinery, (10) pro- 
duct and current market price (11) 
maximum productive capacity per kind 
per month for the past 12 months, (12) 
imported materials used during the 
past 12 months (by month and by 
kind), (18) monthly requirement of 
materials to attain maximum ‘produc- 
tive capacity. 

In both cases, importers and fac- 
tories will respectively have to suhmit 
supporting statements required for 
temporary importers registration re- 
eulations and temporary regulations of 
direct allocations to factories. 

Procedures for applicant importers 
and factories are: (1) to obtain four 
copies of application forms and_ the 


temporary importers!’ registration re- 
gulations and -the temporary re- 
gulations of direct allocation to 


factories in booklet form from any of 
the 18 appointed banks in Canton, (2) 
‘to fill these application forms and send 
same to any appointed banks, (3) ap- 
pointed banks ’to forward importers’ or 
factories’ application, forms to the Re- 
gional Committee, (4) Regional Com- 
mittee to dispatch inspectors to ap- 
plicant importers and factories for in- 
vestigations, (5) Regional Committee 
‘to inform appointed banks on its con- 
clusion of examination whether ap- 
plication for registration is granted 
‘or not, (6) appointed banks to inform 
applicant importers or factories of the 
_ Regional Ccmmittee’s decision concern- 
ing their respective applications. 


com-, 


(8). number . 
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ADDITIONAL PROHIBITED 
PORTS FROM HONGKONG 


With effect from November 27, the 
export of Lambsking (Karakuls) and 
Rabbit Skins is prohibited. (under Pro- 
hibited Exports Order, 1946, of July 12, 
1946). The Department ;of Supplies, 
Trade & Industry is the competent 
authority to receive applications for per- 
mission to export prohibited exports 
under special export licence. 


EX- 


Upon receipt of a granted notification 
from appointed. banks, importers or 
factories must bring chops to the Re- 
gional Committee to get. foreign ex- 
change allocation certificates with wich 
they may obtain foreign exchange a 
official] rate from appointed banks. 

On the other hand, upon receipt of a 
rejected notification, importers or fac- 
tories may appeal to the Regional Com- 
mittee through the same appointed bank 
for a review of its application by sub- 
mitting further documents and reasons 
in connection with the application. 


Advice to Merchants 


A responsible official of the Regional 
Committee who helped in mapping out 
the new regulations told the Far 
Eastern Economic Review that it seems 
to him that most of South China’s im- 
porters and factories were formerly un- 
aware of the procedures and regulations 
of the export and import controls with 
the result that currupt officials and re- 
gistration agents took advantage of 
their ignorance by “squeezing” them. 
The Regional Committee hopes that 
every importer or factory who wish to 
obtain fioreign exchange allocations 
should. go through the procedures per- 


‘sonally instead of entrusting it to an 


agent and they should study thoroughly 
the revised regulations in iorder to faci- 
litate their business. 


All commodities to be listed in the 
application forms should be itemized, 
one by one, according to their respec- 
tive tariff numbers as given the Chinese 
Maritime Customs Import and Export 

‘ariff. (For example, chemicals— 
426-439 ,will not be accepted but should 
be itemized Acid-Acetic, Tariff No. 427). 
Applicants are advised not to use any 
commodity names other than those as 
specified in the Customs Impyrt and 
Export Tariff. 


If the amount is not in US currency 
the figures should be converted by using 
the following rates: 


Exchange Rates 


Canadians... [eee as: US$1 
French: France ...:...... ,- US$0.008 
Ripedn Gd. «nave veers US$0.3005 
English 2 soscsoneen< pa US$4.02 
HS onetasiaris 1 ioe = es US$0.25 
Australian’ |S ihiee oe. US$3.216 
Straits: GSue,. ..cmmerree see US$0.4687 
Swiss Pranc) «2's. 208. jk US$0.30954 
Dutch Florin (guilder) .. US$0.3654 
Tical a(baht) mehfecem. aee US$0.05 
Peso (Mexican) ...222-... US$0.206 
Peso (Philippine) ........ US$0.5 
Beigian Franc ........... US$0.0223 
Piastte (Indochina) ...... US$0.14 
Swedish Kronor . US$0.2771 
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FOREIGN EXCHANGE 
QUOTAS FOR IMPORTS 
INTO CHINA 


“For the fourth quarter—from Novem- 
ber 1947 to January 1948—the Chin- 
ese Export Import Board, Shanghai, 
has fixed a total of US$ 53,393, 000 as 
foreign exchange allocation for imports 
into China. Commodities whith are 
given exchange quotas are grouped into 
24 categories as follows: 


1. Gasoline, Naphtha, Benzine— 
$2,970,000; 2. Liquid Fuel (Fuel Oil) 
—$9, 050, 000; 3. Kerosene Oil—$2,000,- 
000; 4. Cotton. Raw—to be separately 
provided for according to. circum-. 
stances; 5. Rice, Wheat & Wheat flour 
= ¢7, 006, 000; 6. Leaf Tobacec—$5,000,- 
000; 7. Jute, Raw—$4,000,000; 8. Gunny 
Bags—$850,000: 9. Coal & Coke— 
$500,000; 10. Metals—$4,500,000 ; able 
Chemicals—$2, 600,000; 12. Paper & 
Wood Pulp—$4,500,000; 13. Timber— 
$2,000,000; 14. Wool & ‘Wool Waste—or 
Woollen Yarn and Thread Mixed— 
$2,000,000; 15. Aniline Dyes & other 
Coal Tar Dyés, Indigo, Artificial, and 
Sulphur Black—$2,275,0000; 16. India- 
rubber & Gutta-percha & Manufactures 
thersof—$1,500,000; 17. Oil, Lubricating 
—$1,000,000; 18. Grease Lubricating— 
$80,000; 19. Oils, Fats & Waxes—$820,- 
000; 20, Machine Belting & Hose (other 
than those made of rubber), Leather 
Belting—$75,000; 21. Tanning Extracts, 
Vegetable—$108,000; 22. Sulphate of 
Ammonia, Fertilizers, Chile Saltpetre— 
$3,000,000; 28. Artificial Silk Yarn— 
$565,000; 24. Pharmaceuticals—$600,000. 


AUSTRALIAN TARIFF 
REDUCTION ON CHINA 
PRODUCE 


The Government of Amstralia effect- 
ed tariff reductions on China produce 
as follows:—tung il, bristles, raw silk, 
dry egg, albumen, dry egg yolk, seeds 
for manufacturing oils and oil cakes, 
hair nets, dressed rabbit skins and 
hoods other than felt hat, braid, grass 
mats and rattan, antimony and Chin- 
ese fire-crackers. With these tariff re- 
ductions, local export houses expect an 
increase of trade between here and 
Australia in China produce. 


The Australian Government - made 
these tariff reductions: as a reciprocal 
step after the Chinese Government re- 
duced Customs duties from two to five 
percent <n greasy and scoured wool, 
wool tups, foils, butter, cheese, milk 
foods, sandalwood and sandalwood dusts 
imported into China from Australia. 
The present Chinese duty on brandy 
was reduced by 10 percent. The Chin- 
ese Government hag also offered to re- 
duce existing duties from 5 to 20 per- 
cent on waste wool, wheat, flour, tallow, 
tallow tanning extracts, sawn hardwood, 
railway sleepers, jarrah paving blocks, 
dried currants, raisins and leather, 
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ALLOCATIONS OF TIN 
METAL 


The Combined Tin Committee has 
made the final allocation of tin metal 
for the second half 1947, amounting to 
11,085 long tons. This allocation’ is 
in addition to that of 11,331 tons 
announced July 8, 1947, of 15,710 tons 
announced August 21, 1947, and to the 
731 tons approved since the last formal 
meeting of the Committee. Total 
allocations to date amount to 38,857 tons. 
For most countries, the allccations 
shown below will be final for the second 
half of 1947. Certain countries, how- 
ever, may receive additional grants in 
the near future when § appropriate 
clarifications have been made in sub- 
mission of their requirements to the 
-Committee. 


Although the rate of production of 
tin metal is increasing, the total new 
supplies still fall considerably short of 
requirements. 


. 


Total of 
Alloca- Total 
tions New Alloca- 
previously Alloca- tions 


Country approved tions An- for the 


forthe nounced second 
second Oct 30, half 
half 1947 of 1947 
of 1947 
(Long 
Tons) 
Argentina — 15 15 
Australia 425 100 525 
Austria 97 51 148 
Brazil 100 —_ 100 
Canada 1,000 525 «1,525 
Ceyicn 26 22 
Chile 49 — 49 
Czechoslovakia 508 224 132 
Denmark 165 60 225 
Egypt 110 40 150 
Finland 72 31 103 
‘France 4,115 1,210 5,325 
Germany 1 She) 100 
Hong Kong 52 61 113 
fiungary 203 _ 203 
India 3,263 651 3,914 
Ireland 25 5 80 
Italy 657 = 657 
Newfoundland 5 a 5 
New Zealand 296 80 376 
Norway 141 51 192 
Palestine 82 31 113 
Philippines 4 14 18 
Poland 241 197 438 
Sweden 493 200 693 
Switzerland 522 — 522 
Turkey 186 74 260 
United States 14,657 7,143 21,800 
Uruguay 41 4 45 
Yugoslavia 116 Hi 173 
Other South 
American & 
Middle East 
Countries 120 80 20 
Total 27,772 11,085 38,857 
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Supplies may be obtained from the 
following sources: The United Kingdom 
on behalf of Malaya; Hong Kong: the 
Netherlands; Belgium; China; Siam; 
and the United States, “for stocks of 
Japanese tin. In addition, small de- 
mands of certain Latin American and 
Middle Eastern countries may be met 
frcm British, Belgian, Netherlands and 
United States sources. 


IRON ORE IN HAINAN 
ISLAND 


Some American interest was evinced 
in mining of iron ore in Hainan a few 
weeks ago when an American steel 
mill inquired into conditions in this 
troubled spot. Optimistic Chinese 
estimates state that a stock of some 
200,000 tens of ore are available for 
mining while with American mining 
equipment and exploitation of the de- 
posits several hundred thousands of ore 
could be produced every year. The 
American firm (Southwest Steel Rolling 
Mill) may purchase what iron is avail- 
able if the Chinese Govt. can. effect 
deliveries and control of the Island. 
Provided that civil war conditions in 
Hainan could be terminated, the Ameri- 
can firm might consider the establish- 
ment of a steel mill there. However, 
at present the interior of the Island 
and sectors of the coast are under con- 
trol of the Communists with the Nan- 
king authorities only holding small 
areas. 


Hainan mined ore might be shipped 
to Japan where it could be smouldered 
into iron for sale to the Japanese Govt. 
To ship ore to the U.S. is impossible on 
account of the excessive freight charges. 
At any rate, for the time being the 
development of mining in Hainan has 
to be postponed. 


COPPER PRODUCTION 
& TRADE 


At the present rate of copper con- 
sumption the known reserves, estimated 
at 983 million tons. could come to an 
end in 35 years. World production for 
the current year will total 2,654,000 
tons, whereas consumption will absorb 
2,800,000 tons. Production has risen 
from the 221,000 tons in 1886, to 
1,984,000 tens in 1938, and reached a 
war-time peak of 2,511.000 tons in 1942. 
Last year it fell back to 1.815,000 tons. 

The British Commonwealth leads the 
world in production of conver with an 
annual output of about 700.000 short. 
tons. compared with the U.S. 604,000 
short tons, the next largest output. 


World Export Pool of Copper 


Latin America and the British Empire 
are the only areas with any considerable 
surplus of production for export. The 
United States a pre-war copper export- 
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ing country, now has a consumption 
double-her production, while the British 
Commonwealth contributes more than 
300,000 tons to the world export pocl. 
Latin America (annual production 
roughly 600,000 tons) exports an over- 
whelming part of copper produced in 
the area. and therefore is the leading 
world exporter. 


World copper requirements amount to 
2,8 million tons a year. Nearly 45 per 
cent, of it is being consumed by the 
United States with annual requirements 
amcunting to more than 1,260,000 tons 
a year, while he United Kingdom con- 
sumes 334,000 tons of virgin copper in 
addition to 185,000 tons of scrap. 


Europe (excluding Russia) produces 
150,000 tons a year, and requires 759,000 
tons; Russian requirements are estimat- 
ed at 172,000 tons a year compared with 
an annual production of 390,000 tons. 
The United Kingdom is a net importer 
of copper. In 1938 she imported 240,000 
tons, 95,000 of which were re-exported. 
Tmports increased to 290,000 tons last 
year when re-exports of unwrought 
copper decreased to 50,000 tons while 
exports of copper manufactures in- 
creased to 54,000 (22,000 tons pre-war). 


Production Costs of Copper 


The Belgian Congo has the world’s 
richest copper ore containing 6.41 per 
cent. metal. Next comes Rhodesia with 
3.86 per cent., the Union of South Africa 
with 3.56 per cent., followed by Canada, 
India and Australia, while Chile’s 
copper ore contains not more than 1.93 
per cent. metal, and only 1.14 per cent. 
metal in United States copper ore. 
This explains why production costs are 
the highest in the United States while 
countries in the British Commonweatlh 
are producing copper at relatively low 
costs. 


The cost ef production has consider- 
ably increased even in the low cost 
countries with the resultant big post- 
war increase in the selling price, In 
1886 it was £88 per ton, increased to 
£110 in 1907, fell back to £49 at the 
beginning of World War I, soared to 
an all time record of £153 in 1916, 
slumped to £25 in 1932, and recovered 
at the beginning of World War II when 
it reached the same level as in 1914. 
During World War II the Londcn price 
was maintained at £62 per ton until 
April 1946, after which it began to 
increase reaching its post-war peak at 
£137 in March this year. This has 
now been followed by a reduction to 
£182 (in July). The price of cacpper 
may continue to decrease. 


Copper in Electrica) Industry 


The chief industrial user of copper 
is the electrical industry; in the United 
Kingdom about 50 per cent. of total 
consumption is so used. The electronic 
age is in a stage of early development, 
and the demand for copper will expand 
with it. Shipbuilding, the motor-car 
industry, and the building trade offer 
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other oppcrtunities for increased copper 
consumption. The steady and almost 
pninterrupted increase in copper con- 
sumption during the last 50 years is 
likely to show a still steeper upward 
trend. 


The future outlcok would be clouded 
were it not for good news of possible 
further rich sources of supply. In the 
British Commcnwealth, which has more 
than 27 per cent. of the world’s copper 
reserves, unexplored deposits in 
Rhodesia are reported to be very ex- 
tensive, and may be supplemented by 
deposits in South-West Africa. The 
development of substitutes and synthetic 
materials may also help to improve the 
world’s reserves. 


PRODUCE MARKETS 


RONGKONG MARKETS 


Last week’s prices (in HK dollars per 
picul of 133.33 lbs.) :—wolfram ore 65% : 
385; antimony 170; tin from Yunnan 
430. Cassia oil 1,050; tung oil (at the 
native market, ex dealer’s godown) 147- 
151; Sesame oil 290; Peanut oil 173; 
Rapeseed oi] 145-147; Teaseed oil 145- 
147; Coecanut oil from Siam and 
Malaya 116-117. 


Tung Oil in New York 


Tung oil for the first quarter of next 
year was last week quoted at 27 U.S. 
cents a pound, with indications that 
prices will strengthen shortly. Accord- 
ing to the latest Census Bureau figures 
there were stocks of over 3 million 
pounds on October 31—about three 
months supply. Since shipments from 
China are scarce—dealers reported small 
offerings only—tung oil is expected to 
be tight until March when the new ercn 
will be shipped. Business in imported 
tung oil was done around 26% to 27 
cents per pound, 


Copra Market 


The copra markets ruled everywhere 
dull and featureless. Buyers were not 
interested. claimed that prices were still 
too high in relation to eccoanut oil. 
Trade quarters expect to see a decline 
unless buyer interest quickens. 


Importers in America reported small 
offerings on the basis of US$280 a short 
ton, C.I.F., Pacific Coast. and US$288 
to US$291 a ton, C.1.F. New York. 

On the U.S. Pacific Coast, sellers 
asked 26 U.S. cents a pound for Decem- 
ber cocoanut oil, and 25 cents January 
and 24 cents, Feb./March delivery. 


Pepper Market in New York 

Black pepper futures last week closed 
inactive and unchanged. T'he_ spot 
situation was generally unchanged. with 
Lampong snot quoted at 56% U.S. cents 
and white Muntok at 57 cents, asked. 

Forward quotations:—December (in 
cents per lb.) 45; January 42; March 
33.190; May 33. 
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New York Sugar Future Market 


Domestic sugar futures last week 
closed lower. The lower trend reflected 
consumer hedgfng, continued reports of 
lagging and consumer demand for re- 
fined sugar. 


Prices:—May (in cents per lb.) 5.35; 
July 5.37; September 5.38. 


New York Rubber Futures 


(Closing prices, December 1) 
December (in cents per lb.) 21.50; 
January 21.20; February 20.95: March 


20.85; April 20.30; May 20.20; June 
20.00. 
London Rubber Futures 

January (in pence per |b.) 13%; 


March 12%; April 12%; June 12%. 


New York Cotton Market 


The market last week was erratic and 


moderately active. Prices swung over a 
range of U.S.$3.50 a bale but closed 
on note of strength, reflecting the 
rush of trade and mill buying and 
ecvering by early sellers. The market 
appears in the throes of adjusting itself 
technically after the recently sharp rise. 


Prices:—December ‘(prices in U.S. 
cents per lb.) 36.09; March 25.96; May 
35.57; July 384,45; -October 31.67; 
Middling Spot 36.72. 


HONGKONG EXPORTS TO THE U:S. 


For the first seven months of 1947 
Hongkong exports to the U.S. comprised, 
among. others the following commodi-: 
ties:—(as declared at the U.8. Consu- 
late General, Hongkong; in U.S. dol- 
Jars) :— 


Soap, toiletries, perfume materials: 
Soap, 36 pounds, valued at $15; amber- 
gris, 15 pounds, with a value of $1,490; 
musk, 277 pounds, valued at $82,443; 
face powder, 246 pounds, valued at $50; 
and hair gum, 1,760 pcunds, with a 
value of $665. The total of these ship- 
ments was 2,334 pounds, valued at 
$84,664. 


Embroideries and Fabrics: (all figures 
in pounds): Cotton embroideries, 
5,529; cotton laces, 640; organdie doilies, 
20; hemp fabrics, 2,409; ramie fabrics, 
7,276; linen embroideries, 20,489; linen 
laces. 12; fiber rugs, 2,032; kapok. 
4,039; coir yarn, 2,490; wool cmbroi- 
deries, 17,334; human hair, 41,188; nets 


and nettings, 75; silk waste, 204,919; 
silk fabrics. 1,154; silk laces, 2.184; 
silk embroideries, 476; satin cmbroi- 


devices, 838; feathers, 1,000,462. 


Hides & Skins (all figures in pounds) : 


—Bvffalc hides, 153.935; deerskins, 
24.846; hareskins, 2,860; evatsking, 
31.590; leatherware, 1,113; gallnuts, 


791,578, 


December 3 


Drugs & Herbs:—Menthol, 3,300 
pounds, valued at $23,625; camphor, 
41,665 pounds, $53,317; Senna, 


100,800 pounds, valued at $22,925; gin- 
séng, 12 pounds, with a value of $1,301; 
rhubarb, 8;720 pounds, valued at $6,321; 
sandalwood, 80 pounds, with a value of 
$127; and galangal root, 4,200 pounds, 
valued at $630; Chinese medicines, 
19,274 pounds, valued at $30,691. The 
cumulative total for the first half of 
this year was 174,085 pounds, with a 
value of $272,618. 


BRITISH MALAYA REPORTS 


Soap Production & Exports 


From January through July 1947, 
the total amount of soap manufactur- 
ed in Singapore and the Malayan Union 
was 332,537 hundredweight. Of this 
total, Singapore accounted for 200,648 
hundredweight, and the Malayan 
Union, for the remainder. 


During the first 7 months of 1947, 
aggregate sales of soap in Singapore 
and the Malayan Union were 231,982 
hundredweight, of which Singapore ac- 
counted for 118,588 hundredweight, and 
the Mjalayan Union, 113,394 hundred- 
weight.. 


As of July 31, 1947, stccks of soap 
in both Singapore and the Malayan 
Union were 22,182 hundredweight—in 
Singapore 14,883 hundredweight and 
in the Malayan Union 7,299 hundred- 
weight, 

Exports of washing soap from 
Malaya during July of this year aggre- 
gated 17,095 hundredweight, the chief 
destinaticns being Cyprus. Egypt, Heng 
Kong and Sumatra. From January 
through June 1947, Malayan exports 
of this commodity amounted to 52,863 
hundredweight. 


During July 1947. Malavan exports 
of toilet soan totalled 1,069 pounds. 
Exports of other kinds of soaps from 
Malaya in the same month amounted 
to 459 pounds. 


Pepper Trade 


During the first quarter of 1947, 
1,668.22 tons of black, long, and white 
peppftr were imported into Singapore 
and the Malayan Union. Sumatra prc- 
vided 584.97 tons of black pepper, or 
88.72 percent of the 659.27 tons of 
black pepptr imported. Java provid- 
ed 84.35 tons of long pepper, which 
was the bulk of the 84.64 tons im- 
ported. Of the 924.381 tons of white 
pepper imported, Sarawak provided 
428.33 tons oy 46.3883 percent. Dutch 
Brrneo 202.93 tons, or 21.95 percent, 
and Bangka and Billiton 144.53 tons, 
or 15.63 percent. 


Exports of black, long and white 
repptér amounted to 4,413.41 tons dur- 
in> the first avarter of 1947. The 
United States was the larvest puvehas- 
er of black pepper, receiviny 1.615.04 
fens or 74.18 percent, and Hongkeng 
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received 206.65 tons or 9.5 percent. 
India took 41.59 tons of long pepper, 
84.91 percent of the 48.98 tons ex- 
ported. Of the 2,185,96 tons of white 
pepper exported, the United Kingdom 


took 28.82 percent; Eire, 15.09 per- 
eent: and the United States, 14.84 
percent,’ 


Patchouli Leaves 


The Director of Industry and Com- 
merce of the Malayan Union desires to 
investigate the possibility of establisn- 
ing a market in the United States and 
in other countries: for patchouli leaves. 
Patchouli is an East Indian mint 
yielding a fragrant essential oil. 


Several areas in Pahang are now 
being harvested and supplies will scon 
be available. 


Interested importers and buvers are 
invited to write to the Director, In- 
dustry and Commerce. Kuala Lumpur, 
Malayan Union, for further informa- 
tion concerning this offer. ~ 


Paper Imports 


The leading imports into British 
Malaya during the first half of 1947 
‘included paper and paper products 
valued at about $761,000. 


Textile Imports 


The textile-supply situation in Sin- 
gapore and the Malayan Union im- 
-proved during the second quarter of 
1947 with additional arrivals from the 
United States and Japan. Japanese 
textiles amcunting to 4,000,000 yards 
‘had arrived in the Malayan Union. and 
1,125,000 vards had arrived in Singa- 
‘pore by the end of the quarter. 


CHINESE TRADE REPORTS 
Cotton Imports 


China’s cotton-import quota for 
February-April 1947, was 230,000 bales 
and for May-July, 97,300 bales. Of 
the February-April quota, permits have 
been approved for 225,832 bales from 
the following sources: United States, 
134,322 bales; Brazil 54,349; India, 
2,355; Egypt, 2,486; Mexico, 700; 
Afghanistan, 1,620. Of the May-July 
quota, licences for 48,597 bales have 
been approved. 


Exports From Tientsin 


Declared exports from Tientsin, to 
the United States during the period 
January-July 1947 included the follow- 
ing commodities: Straw braids, 19,124,- 
220 yards; raw furs (in pieces) —bad- 


ger, 1,350; kid, 79,690; kolinski, 
187,108; lamb, 50,075; weasel, 96,2738; 
all other, 16,758; fur manufactures 


(mats, plates, pieces)—kidskin, 24,354; 
lambskin, 5,212; and the following wool 
and hair (in pounds): sheep wool, 
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147,339; camel] wool, 162,790; goat 
wool, 89,937; wool, cashmere, 46,418; 
goat’s hair, 8,781; camel hair, 6,523; 
badger hair, dressed, 200; horsehair. 
270,588; and wool carpet, 872,521 
square feet. 


Exports From Canton 


Declared exports from Canton to the 
United States during the first 7 months 
of 1947 included the following items: 
Cotton handkerchiefs, 388,451 dozen; 
cotton laces, 428 pounds; linen hand- 
kerchiefs, 96,305 dozen; linen manu- 
factures, 557 pounds; wool oriental 
rugs, 140 square feet; silk manufac- 
tures, 58 pounds. 


N.E.I. PHARMACEUTICAL TRADE 


Imports of pharmaceuticals and 
chemicals into Netherlands Indies dur- 
ing the latter half of 1946 were valu- 
ed at US$2,290,286. Of this total, the 
United States accounted for $625,904. 


Exports of drugs and spices from the 
Netherlands Indies during 1946 total- 
led 7,873 metric tons. The origin of 
these ¢xport: was as follows: Java, 
6,345 tons; Sumatra, 58 tons; Borneo, 
431 tons; and East: Indonesia, 1,044 
tons. Mcst of the’goods exported from 
Java consisted of transshipments from 
the. outer islands. 


Aggregate drug and spice exports 
from the Netherlands Indies in 1946, 
countries of destination during that 
period were:—Netherlands, 5,566 tons; 
Singapore, 1,229 tons; Great Britain, 
385 tons; U.S., 160 tons; and others, 
533 tons. 


RICE DISTRIBUTION FOR JAN / 
June 1948 


The International Emergency Food 
Council has just announced recommen- 
dations for the distributicn of 1,449,600 
metric tons of rice for the first six 
months of next year. A quantity only 
slightly higher than 1.173.200 metric 
tons were actually exported during 
January to June 1947. Rice producticn 
in Asia has been recovering so slowly 
that exportable supplies from that area 
remain less than half those actually 
moving prior to the war and only cne 
third of the state requirements sub- 
mitted by rice importing countries. 


A major improvement in export avail- 
abilities has occurred in Burma whose 
estimate cf rice shipments during the 
first six months of next year total 
800,090 metric tons or fifty percent 
above the same pericd in this vear. 
Siam is expected to ship less than 250,- 
000 tons or one-third the pre-war 
average. French Indo-China prcspecits 
were reported as only 10,000 --tons. 


Major exporters outside the Far East 
are the United States, Egypt, Brazil 
and Ecuador. 
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CONDITIONS OF TRADING IN CHINA 


Proposals for 


The recent introduction of new forms 
of trade and foreign exchange control 
which became operative afte August 18, 
has not produced any palpable results 
and dissatisfaction in commercial 
circles, Chinese and foreign, has in- 
creased. The National Foreign Trade 
Convention of China which dealt on a 
broad basis with the current probleme 
of the decline of China’s commerce met 
in Shanghai last September but, apart 
from a public and polite airing of dif- 
ficulties confronting traders and 
bankers, no useful purpose was served 
in the end. The root of the misere in 
China is political and cannot be cured 
by purely economia means. 


In our issue of October 1, the speeches 
of Messrs. John Keswick (Chairman, 
British Chamber of Commerce, Shang- 
hat) and Arthur N. Young (American 
adviser, Foreign Exchange Equalisation 
Fund Committee of China), held at the 
National Foreign Trade Convention, 
were published in extensor In the fol- 
lowing the addresses of Messy's. Chang 
Kia-ngau, A. Bland Calder and C. F. 
Thomas are published; these addresses 
have been condensed. 

od = 


(1) NEW PROBLEMS OF 
FOREIGN TRADE & 
EXCHANGE CONTROL 


(By Mr. Chang Kia-ngau, Governcr, 
Central Bank of China) 


China’s economic problems to-day 
have a long historical setting. For 
decades before the war, China had an 
adverse trade balance. The _ equili- 
cium of China’s balance of interna- 
tional payments and the comparative 
stability of the exchange rate were 
chiefly attained through reliance upon 
(1) overseas Chinese remittances, (2) 
foreign investments and sgmetimes (3) 
the export of silver bullion. The eight 
yoars of war caused, among other 
things, a serious depletion of al! forms 
of naticnal resources. When victory 
came, the nation was in sad economic 
plight. Recovery was slowed down by 
extensive destruction of communica- 
tions, industries and mines. The con- 
tinuaticn of civil war imposed a heavy 
drain upon the treasury, and the in- 
ereaSe In note issue and continuous 
rise of commodity prices. 


Foreign Trade 
As to foreign trade, the picture is 


by no mans encouraging. Export 
business _ is impeded by disruptisn of 
communications. Industries are short 


of raw materials and, domestic supply 
béing unavailable and shvé up in the 
interior, they rely heavily upon im- 
ports. 


Up until la:t August the official rate 
of foreign exchange was maintained 
at a low level, as it was hoped that 
through stabilization of .the exchange 
rate and through the replenishment of 
commodity stock, domestic commodity 


Improvement 


prices might bring the wayward 
economy back to the right track. That 
hope proved illusory. Overseas remit- 
tances found their way into the black 
market. Foreign investment was at 
standstill. The balance of international 
payments became more unsatisfactory 
and the economic difficulties remained 
unsolved. 


New Exchange Regulations 


The new «xchange regulations pro- 
mulgated August 16, 1947 are realis- 
tic measures. With exception of few 
essential goods, all imports are to be 


settled at the market rate of exchange. . 


Proceeds from exports and overseas re- 
mittances are to be sold to the Ex- 
change Equalization Fund also at the 
market rate. It is expected that this 
measure will curtail the previous ab- 
normal and unwarranted profit on 1m- 
ports, and will protect domestic pro- 
ducts from sever? competition cf siml- 
lar imported goods. Prices of exports 
will not remain undvly repressed as 
compared with pricts of other domes- 
tic commodities. and encouragement 
will be given to the: production of ex- 
portable goods.* 


Overseas remittances will return to 
the legal] channels. In. order to re- 
gulate supply and demand of foreign 
exchange, Government established For- 
eign Exchange Stabilization Fund 
Committee. The Committee has power 
to -¢ffect adjustments to the market 
rate of exchange in line with trade 
and other requirements. 


It is estimated that with imports 
under strict regulation the total of 
foreign exchange bought and sold in 
the course of exrort and import will 
come into baijance, not counting the 
few essential commodities which are 
still permitted tc be imported at the 
official rate of exchange. 


New Import Control 


Compiementary to the foreign ex- 
change measures are the ntw regula- 
tions . governing import and export. 
Control of import is imposed upon 
Government by necessity. If no quan- 
titative restriction is laid down, Gov- 
ernment will be unable to estimate its 
current foreign exchange obligations, 
and t> prevent the dissipation of ex- 


“Contrary ta expectations, the estab- 
lishinent of an open foreign cuchange 
rate and the Foreign Exchange Equali- 
sation Find Ccmmittee has failed to 
improve the financial position of China. 
The unrealistic application of the open 
rate which now is only 50% of the un- 
officia! oy black market quotation has 
Trustreled «ll hopes previously enter- 
tamed by Chinese and foreign traders. 
Not untii a really realistic rate of 
cachange is made the basis for the 
operation of the FEEFC can results be 
anticipated uch as e.g. the return of 
es remittances to legal channels. 


change resources for hoarding of im- 
ported commodities. Control of trade 
is thus a prerequisite to the stabiliza- 
tion of foreign ‘exchange. 


Problems of Trade Contro] 


The most difficult problem in trade 
control is how to conserve foreign ex- 
change and yet ‘nsure a continuous 
supply of raw materials and essential 
ecods. In the past, the development 
of processing industries in China has 
come about without regard to whether 
the raw materials needed are or are 
not available in sufficient quantities in- 
side the country. Under the present 
foreign exchange situation, quantitative 
limitation has to be placed upon the 
import of even ‘essentials and raw ma- 
terials. The deficiency will have to be 
met by increas¢d domestic production. 
Care will be taken to supply indus- 
tries with equipment and raw materials. 
which are unprocurable within the 
country. It is hoped, however, that 
this reliance upon foreign supply will 
gradually decrease. 


Tine next problem in trade control 
is the reconciliation of the often con- 
flicting interests of merchants and in- 
dustrialists. Materials allotted to im- 
porters are cften difficult to obtain by 
industry at reasonable prices, especial- 
ly those which are short in supply. 
We overcome this difficulty by allocat- 
ing a few staple raw materials, such 
as cotton and wool, directly to manu- 
facturers. Some raw materials, how- 
ever, are used by a number of indus- 
tries, and others, especially those for 
inland users, are traditionally distribut- 
ed through dealers; for them quota 
allocation becomes a very complicated 
matter. Our present system is to al- 
locate a part of the quota to import- 
ers and a part to industry. In effect- 
ing these allocations, a verv substan- 
tial amount of data and information: 
is indispensable. : 


Principles of Trading 


Imports are for the us¢ of the con- 
suming public and any benefit accru- 
ing from imports must rightly be en- 
joved by the ultimate consumer. Whe- 
ther it be the factory or the import- 
er, thé position he oceupies is that of 
an intermediary. As a middleman, the 
merchant or the manufacturer is en- 
titled to his lawfwl gains or profit, 
and to that only. Any undue _ orofit. 
realized by either the importer or the 
industrialist can only be obtained at 
the expense of the consumer, and, 
therefore has to be discouraged. It is 
hcped that, under the present stritigent 
situation, both merchants and indus- 
trialists will realize the important part 
they are playing in our effort towards 
exchange stabilization and economic 
reconstruction, and coznerate to the 
fullest extent with Government towards 
the realization of these objectives. 


Exporters are instrumental in ob- 
taining foreign exchange for the cun- 
trv and also for the expansion of for- 
elgn markets. After the war. many 
countrjes are anxious to increase their 
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exports and decrease their imports so 
as to restore their depleted economy. 
Chinese exports are essentially agri- 
cultura] products. The elasticity of 
both the yolume and the cost of pvro- 
duction is comparatively limited. But 
the requirements and price abroad are 
subject to violent fluctuations. It - is 
imperative that our exporters cut down 
their ccst of production, improve the 
quality of export goods, and cooperate 
fully with us in our effort to extend 
the export market. 


(2) IMPROVEMENT OF 
CHINESE EXPORTS 


(By Mr. A. Bland Calder, Commercial 
Attache, U.S. Consulate General, 
Shanghai) 


Before the war China normally im- 
ported about U.S.$300,000,000 worth of 
goods and exported goods to the value 
of U.S.$200,000,000, the excess of im- 
ports amounting to about U.S.$100,~- 
000,000—paid for out of remittances 
from overseas Chinese, out of foreign 
eredits or loans, tourist €xpenditures 


in China, and by ‘other so-called in- 
visible exports or inpayments. 
Under present trade restrictions 


China is importing at the rate of about 
U.S.$400 million per annum, but is 
shipping export goods at a rate some- 
what less than half that figure. For 
various reasons remittances from Chin- 
ese residing abroad are less than pre- 
war. This is partly due to the fact 
that recovery is slow in some of the 
countries where Chinese are engaged 
in business normally making good 
earnings. Even were remittances from 
abroad to equa] an estimated pre-war 
figure of U-.S.$100 million, and were 
this all made available for import ex- 
change, it is still necessary to find 
about U.S.$100 million or more to fin- 
ance the rate of imports. : 


Restoration of Prewar Export Busi- 
ness 


The Chinese Government naturally 
wishes to conserve its exchange re- 
sources. Business interests can assist 
the Government in this aim and profit 
at the same time by concentrating on 
restoring China’s exnort trade in those 
items which are in demand abroad but 
which have not moved in any great 
quantity since the end of the war. 
(articles of handicraft industrv which 
formed a considerable part of China’s 
pre-war purchasing power). It will 
obviously be some time before China 
can export important quantities of the 
products of modern industry. China 
herself will consume these to a large 
extent until her recovery and moderni- 
zation has proceeded further. But 
there is a good readv cash market 
right now abroad, particularly in the 
United States, for Chinese rugs and 
earpets, carpet wool, straw braid and 
hat bodies, and for cotton, linen and 
silk embroideries. These needle work 
products made by Chinese women in 
their homes constituted the largest 
items in value in Chinese exports to 
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the United States in some years. It 


would be helpful if the business in- 
terests of the country would concen- 
trate in reorganizing and reviving the 
‘embroidery and lace trade so that 
China may soon again realize the 
U.S.$10 . million annual export poten- 
tial which could be realized from this 
one activity alone. This trade in the 
first half of 1947 amounted to only 
one fifth of pre-war value. 


Carpets & Sheep’s Wool 


More difficult may be the restora- 
tion of the Chinese carpet industry of 
Peiping and Tientsin to former levels. 
This industry is handicapped by the 
difficulty in obtainine supplies of car- 
pet wool which originate in China’s 
Northwest. Carpsts and sheep’s wool 
expcrts in 1936 from China amount- 
ed to about U.S.$8 million in value. 
If some special transport method can 
be organized to get the Northwést 
wool to the Yangtsze and ficat it down 
to Shanghai; China’s export purchas- 
ing power could well jump un by an 
additional figure of U.S.$10 million, be- 


caus? prices abroad are now higher 
than pre-war. . 
Goatskins 

China befcre the war was second 


largest world source of supply of goat- 
skins, now badly needed in many con- 
suming countries. chiefly the United 
States and Europe. China’s exports 
of goatskins to the United States alone 
in- the years 1928 to 1935 averaged 
7,800,000 pieces per annum. These 
were shipments for leather making pur- 
poses, alone and were in addition to 
kidskins. which were also shipped in 
large numbers for production of furs. 
In the 1946-47 goatskin shipping sea- 
son only one million goatskings were 
shipped from China to the United 
States. The world demand for leather 
is so great that the American market 
is willing to vay between U.S.$1 and 
U.S.$1.25 each for goatskins. China, 
by failure to gather and ship the nor- 
mal quantity of goatskins to the 
American market alone is, thus, losing 
between U.S.$7 and U.S.$10 million 
per annum at present world price 
levels. 


west China is a chief obstacle. This 
is the problem which should be tackled 
at once if this large item of purchas- 
ing power is to be regained. 


Nut Galls 


An example of one of the smaller 
items of the export trade igs that of 


nut galls, used for tanning leather. 
China normally ‘exports U.S.$750,000 
worth of this product. Insignificant 


quantities are now being exported. It 
is a convenient item to hoard for 
higher prices and as a hedge against 
inflation: U.S.$750,000 of vurchasinz 
power is thus tied up, or frozen. 


Vegetable Oils 


The few items mentioned total less 
than U.S.$30 million in value.’ If the 


_ Transportation from the main. 
producing regions in West and North- ° 
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farmers cOQuld, be encouraged to pro- 
duce greater quantities of sesame seed, 
rape seed, and of other oil seeds, this 
important category of China’s pre-war 
exports could atso be revived and be 
mad2 to supply important quantities 
cf exchange. As it is, shortages of 
vegetable oils have for¢ed Government 
to restrict exports. 


Difficulties of Farmers 


The farmer is the best ‘friend of 
the exporter and of the industrialist. 
Unless he can readily obtain consum- 
er goods at reasonable prices in ex- 
change for his raw products, he will 
not produce them. Tie farmer is an 
important factor in export trade. 
From all accounts his difficulties are 
great. It is important for business 
and government to combine their efforts 
in studying the farmer’s problems, 
making his burden easier, anc! encour-+ 
aging him to produce bountifully in 
order to restcre the country’s economy 
and trade. 


(3) CHANGE OF AMERI- 
CAN ATTITUDE 


(By Mr. Charles F. Thomas, Manager, 
Shanghai Office, National City 
Bank of New York) 


Among the requirements for the suc- 
cess of any industry are adequate sup- 
plies of labour with the necessary skills, 
or which can be trained to the neces- 
sarv skills. This labour must be re- 
liable. 


There must be ready access to an 
adequate supply of th? necessary raw 
materials. Satisfactory markets for 
the product are, of coursé, essential. 
The power supply must be reliable and 
cheap. The laws defining the condi- 
tions under which industry may operate 
must be clearly defined and impartial- 
ly administered. Capital is not only 
timid; it is very shy and must be 
induced by prospects of profit and com- 
pensation. “Know-how” is also very 
important and, therefore, management 
must feel secure in its person and in 
the persons of its dependents. 


Adequate Labour Supply 

Chinese labour is in adequate supply. 
is intelligent and if not possessed of 
the necessary skills can readily acquire 
them, but since the war it has been 
subject to the agitations of unscrupul- 


ovs leaders and racketeers. Work 
stoppages have been frequent, often- 
times fcr petty grievances, some of 


which have not even been connected 
with conditions of employment. 


Insufficient Raw Materials 


Supplies of raw materiais are not 
reliable. Those that must be import- 
ed are subject to government controls 
and regulations, which are frequently 
chang<d. Those produced within the 
country are—many of them—in the 
hands of monopolies and because of 
frequent interruptions to transport, 
cannot be readily brought to the place 
of consumption, 
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REVIEW OF ECONOMIC DEVELOPMENTS 
IN THE PHILIPPINE REPUBLIC 


The current favourable situation is 
the result of a series of unusual cir- 
cumstances. Philippine receipts from 
all sources foy the next 5 years may 
exceed US$500,000,000 per year as 
compared with prewar average (1938- 
40) of $200,000,000. These receipts 
will be made up of United States Gov- 
ernment expenditures (by th: U.S. 
Army, Navy, and Veterans’ Adminis- 
tration), U.S. payments under the 
Philippine Rehabilitation Act, and re- 
ceipts from exports and remittances. 
During the first postwar years, U.S. 
Governmént payments will account for 
the greater part of the receipts, but 
beginning with 1949 these will fall off 
sharply and by 1951 will be of minor 
iniportance. 

SS TE EE 


Under any kind of peaceful condi- 
tions markets in China shovld be avail- 
able for almost anythine which would 
be produced here jin the foreseeable 
future. Rising standards of living and 
the large and industrious population 
should provide an insatiable demand. 


_ While power in Shanghai has always 
cen relatively cheap, at the present 
time many industries are shut down 
or are forced to curtail operations be- 
cause of shortages in the supply. It 
will be some years before there can 
be sufficient power to provide for pre- 
sent potential requirements. ~ ; 


‘Law & Taxes 


The laws which have been ‘enacted 
in the past few years are gen'rally 
considered satisfactory. Thcse con- 
cerning labour may be perhaps alittle 
too advanced for the present state of 
development, but their objectives are 
worthy. It is the administration of 
the laws which leaves much to be de- 
sired. This is oftentimes capricious 
and the regulations for enforcement 
are often contradictory to the laws 
themselves, 


The present methods of tax assess- 
ment have left much foreign capital 
and industry withcut profit. If any 
profit is left it is frozen in the coun- 
try in a steadily depreciating currency 
because of exchange controls. In fact. 
exchange has not been obtainable even 
Tor necessary foreign currency ex- 
penses, 


American Change of Attitude 


Dvving the war there was great en- 
thusiasm in the United States about 
the possibilities fcy the development of 
industry in China so soon as peace 
had been restored. Many outstanding 
industrialists shad complete blueprints 
for the establishment of: plants here. 
Some had gone so far as to train 
many Chinese in their factories at 
considerable expense. These people are 
still interested, but their enthusiasm 
has bien greatly chilled by develop- 
ments since the Japanese surrender. 


A vigorous programme of rehabilita- 
tion and reconstruction in the fields of 
former Philippine export products 
should offset this decline, particularly 
during the years of strong world de- 
mand and high prices for Philippine 
products. 


Adjustment of Economy 


In addition to the problems of re- 
habilitaticn and reconstruction, the 
Philippines must prepare for the ad- 
justment of its economy to the gradual 
loss of the favoured position in the 
American market enjoyed before the 
war. Under terms cf, the agreement 
between the United States and the 
Philippines, duties on products hereto- 
fore given free entry into the United 
States will be gradually increased over 
a 20-year period, beginning in 1954. 


Before the war and in anticipation 
of the problems expécted to arise after 
independence, certain plans and pre- 
paraticns were begun. These plans, 
however, could not anticipate the war 
and the effects of war’s destruction— 
particularly the almost complte loss 
of private and public records, scientific 
collections, labcratories, libraries, ex- 
periment stations, plants, and oafficss. 


Severe as these losses are, the Fili- 
pinos may be considered fortunate in 
that a considerable part of the per~ 
sonnel which had carried forward 
Philippine gtvernment activities and 
private enterprises before the war still 
remains. -There are today—all through 
the Government departments and 
agencits, in the professions, and as 
managers and directors of enterprises 
—thoroughly trained scientists, chem- 
ists, enginters, economists and tech- 
nicians, wh are experienced and able 
in theiy fields. 


Program of Rehabilitation 


Three basic objectives are necessary 
to carry out a balanced programme of 
rehabilitation and progressive economic 
development: 


(1) The domestic productizn, when 
quantities warrant, of all goods now 
imported for the manufacture of which 
the principal raw materials are now 
or can be made available locally; 


(2) The production of Philippine 
export products at prices that wil! 
permit competition in the world mar-~ 
kets: and 


(3) The intensive development of 
the services on which these production 
enterprises depend—power, transporta- 
ticn and communication, 


The most important element in the 
first group is the increased production 
of foodstuffs. Prior to the war the 


annual import of fcodstuffs amounted 
to an average of US$20,000,000 per 
year, or about one-fifth of all imports. 
In 1946 the import of foodstuffs rose 
to $98,000,000. With the population 
inereasing at the rate of 2.2 percent 
per year and with a higher standard 
of living (which the Filipinos have 
come to expect, and for which they 
shculd be able to pay with increased 
earnings), a major effort is being 
made to increase local production of 
foodstuffs and to reduce the nécessity 
of import. This is particularly true 
as regards rice, corn, meat, fish and 
fruits. 


The Philippine Government has ex- 
tensive plans for land-settlement pro- 
jects, particularly in the vast undeve- 
loped frontier region of (Mindanao; 
these wiil include large-scale projects 
utilizing the most modern mechanized 
techniques. Additionally, the , Bureau 
cf Public Works has developed a care- 
fully planned and extensive program 
of irrigation, including the construc- 
tion of reservoirs, gravity irrigation 
systems, and pumping. Increased pro- 
duction on land now cultivated, and 
particularly cn land put under irriga- 
tion, will call for extensive use of fer- 
tilizer. Provision for the manufacture 
of fertilizer is being made in conneéc- 
tion with the proposed development cf 
hydro-electric power and establish- 
ment of a chemical] industry, 


Animal Industry & Fishing 


In order to repiace war losses in 
livestock and to take advantage cf the 
fine grazing possibilities of Mindanao 
and other frontier areas, the Bureau 
of Animal Industry is now importing 
bréeding stock. Once domestic requ.ire- 
ments have been satisfied, the exp>rta- 
tion of beef and other anima! products 
may be considered. 


The Philippine fishing industry, 
under the Bureau of Fisheries, has 
already made vemarkable recovery.: 


The prewar supply came from com- 
mercia] in-shore fishing, off-shore fish- 
ing (which was almost wholly a Japan- 
es¢ monopoly) and pond* fish culture 
in both fresh- and salt-water ponds. 
‘During the war the Filipino fishing 
fleet was virtually wiped out, and great 
damage was done to the ponds. Al- 
ready, since the war, $5,000,000 has 
been invested in fishing vessels. These 
now exceed the prewar fleet in num- 
ber. Micreover, the industry is now 
owned entirely by Filipinos. whereas 
before the war it was 50 percent con- 
trolled by the Japanese. The Bureau 
of Fisheries has undertaken a pro- 
gramme for the reconstruction and ex- 
tension of fish ponds and has also es- 
tablished a school for training fisher- 
men. 
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The Bureau’s program, when com- 
pleted, will provide adequate supplies 
for domestic consumption without the 
necessity for imports, except of some 
specialties. Eventually the Philippines 
may become exporters of fish and fish 
products. 


The increased production of foodstuffs 
mn all these fields will call for additional 
food-processing installations, particular- 
ly in rice and corn milling, slaughter 
and meat packing, and in vegetable, 
fruit, and fish canning and drying. 


Industrial Advance 


The production of non-foodstuffs for 
eonsumpticn and possible export also 
offers a wide range of opportunities in 
the reconstruction and expansion of 
present facilities and in the development 
of new enterprises. With practically 
no chemical industry operating in the 
Philippines at present and with expan- 
sion in both agricultural and industrial 
fields indicated, the production at least 
of certain basic chemicals and chemical 
products may be undertaken. 


Sulfuric acid will be required in the 
manufacture of fertilizers and explo- 
sives, and in the iron and steel indus- 
try. Salt and limestone are available 
from local sources. With low-cost 
power becoming available from hydro- 
electric development, it should be pos- 
sible to produce caustic soda and soda 
ash for use in the proposed expansion 
of the Philippine paper, soap, glass, 
leather, rubber-products, petroleum, and 
vegetablesci] industries. 


The prewar import of fertilizers, 
chiefly for the sugar industry, called for 
annual expendityres in excess of 
US$3,300,000. The requirements of the 
postwar sugar industry should equal or 
exceed the prewar needs, while the 
proposed irrigation and agricultural ex- 
pansion will increase requirements. 
With an electrical power potential in 
the Agus River, alone, of 700,000 kilo- 
watts, and with numerous other possible 
hydrcelectric sites, it would appear to 
be both logical and profitable to produce 
nitrogenous fertilizer. 


Other chemical products for which the 
Philippines has available all, or the 
major pert, of the raw materials are 
soaps, toilet preparations, dynamite, 
paints, pigments, and varnishes. 


Textile Industry 


While the arts of spinning and weav- 
jing have come down from ancient days, 
the modern industrial production of 
textiles in the Philippines is of recent 
uate. Imports of raw cotton, which 
amounted to only 67 tons in 1936, had 
risen to 1,132 tons in 1940, while prewar 
production of cotton cloth had reached 
26,000,000 square yards per year from 
three mills. Additionally, about 4,000,.- 
000 square yards were producsd annual- 
ly by some 50,000 hand weavers. Pre- 
war imports of cotton niece goods was 
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at the rate of about 100,000,000 square 
yards per year. Present requirements, 
on the basis of increased population and 
demand, are estimated to be 170,000,000 
square yards per year. Two of the 
prewar mills have been consolidated 
under the management of the National 
Development ‘Company, but even when 
this organization achieves maximum pro- 
duction, there will be room for expan- 
sion. It is proposed to install two addi- 
tional weaving mills with a production 
capacity of 30,000,000 square yards of 
cloth each, and two spinning mills, each 
with a capacity of 7,500,000 pounds of 
yarn. The erection of two knitting 
mills, one rayon plant, a bag factory, 
and two fish-net manufacturing plants 
is also contemplated. 


Industria] Fields 


Other fields offering opportunities for 
postwar industrial development may be 
fcund in the manufacture of insulating 
wallboard from sugarcane waste, fine 
paper from abaca waste or from cogon 
grass, and newsprint from wood pulp. 
The production of brick and hollow 
tile, glazed tile, and procélain ware, 
refractcry brick, flat glass, and glass- 
ware alsa invites attention, while raw 
materials are at hand for the manufac- 
ture of shoes and leather products. 


Lumber & Timber Output 


About 60 percent of the total land 
area of the Philippines is covered with 
forests, with an estimated stand of 
465,000,000,000 board feet, of which 92.5 
percent is Government-owned. While 
the red and white Lavan (known as 
Philippine mahogany) are the com- 
monest types of Philippine wood, there 


are also many species of hardwoods, . 


having remarkable qualities of endur- 
ance, strength, and hardness. 


Prewar production of lumber and 
timber was about 1,000,000,000 board 
feet per year; exports were about 
190,000,000 board feet. The sawmilling 
industry maintained a capacity of 
1,500,000 board feet of raw lumber per 
day. Despite very sévere destruction of 
sawmills during the war, postwar pro- 
duction has already reached 1,000,000 
board feet per day in some 200 mills. 


Philippine requirements of lumber for 
reconstruction alone have been estimat- 
ed at 4,500,000,000 board feet, and it is 
prop2sed to bring the annual production 
of lumber and timber up to 2,000,000,000 
board fect as rapidly as possible. This 
would not only relieve the heavy demand 
for reconstruction but should lead to a 
desirable and profitable export trade, 
particularly in the form of veneers and 
flitches. To achieve the production rate 
of 2.000,000,000 beard feet annually, the 
Philippine Bureau of Forestry estimates 
that an expenditure of $25,000,000 would 
be required—$11,000,000 for logging 
equipment and $9,000,000 for additional 
cawmil's, The remainder would be used 
for finishing mills, veneer mills, and 
dry-kiln end wocd-preservation plants. 
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Plans For a Steel Industry 


The question of utilizing thd known 
reserves of iron ore in the Philippines 
for the production of iron and steel, 
Was under consideration for some time 
before the war, when imports of iron 
and steel, steel-mill products, and manu- 
factures of steel! were in excess of 
$37,000,000 per year. In the light of 
present requirements for reconstruction 
and industrial expansion, demand is 
expected to increase rapidly. 


The establishment of an iron and steel 
mill of about. 100,000-ton capacity is,. 
therefore, proposed. Production would. 
consist chiefly of rails, bars, shapes, 
rounds, flats, and wire and wire products: 
Because of the iack of coking coal for 
the manufacture of coke, charcoal would 
be used. From the rapidly growing 
ipil-ipil, a domestic hardwood. an excel- 
lent charcoal is obtained. It is proposed’ 
to use cut-over arcag to plant ipil-ipil 
on a 7-year rotation basis, thus pro-- 
dveing low-cost fuei as well as highly 
valuable byproducts. 


At present the iron and steel industry 
will use only the high-grade ores (60 
to 70 percent iron content). When. 
suitable and commercially ecmpetitive 
methods have been developed, the 
500,000,000-ton reserves af ore in Suri- 
gao Province—which have not been 
utilized heretofore because of the pre- 
sence of nickel and chrome—will be 
available. 


Sugar Production 


The core of Philippine economy for 
many years has been centred inthe. 
production for export of a relatively few 
major commodities. Heading the list 
was sugar, followed elosely in recent 
years by goid and base metals. Coconut 
products, abaca and cordage, and tobacco 
products completed the list. Of all these 
industries, the war took its toll—of some 
more heavily than of others. 


In the field of sugar production, 6 of 
the 41 mills in operation when war 
came were totally destroyed. Four 
were severely damaged and 8 were about 
50 percent demolished. The remaining 
23 escaped with moderate or slight 
destruction. It is estimated that $25,-. 
000,000 would be required to bring 
sugar-milling capacity to the level of 
prewar production. Owing to the lack 
of cultivation during the war years, 
planting will take about three seasons 
to reach prewar acreage. -Under the 
agreement between the United States 
and the Republic of the Philippines— 
signed in Manila July 4, 1946—the 
Philippine sugar export quota to the 
United States will remain at 800,000 
long tons of centrifugal sugar and 50,000 
tons of refined, but after 1954 duty will 
be imposed, increasing gradually until 
it equals the Cuban duty in 1974. 


Philippine sugar production costs 
have been constantly higher than Cuban 
costs. It is believed, however, that by 
improvement of strains and milling pro- 
cesses the Philippines may be able to 


tion. 


fiber were valued at $12,000,000, 
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retain the American market. Produc- 
tion in 1947-48 is expected to amount 
to about 320,000 tons, with exports 
totalling 200,000 tons. 


Copra Production 

The Philippine coconut-products in- 
dustry gives promise of early complete 
reecvery. Already the production and 
export of copra have surpassed prewar 
volume by about 100 pergent, and exports 
are expected to maintain or exceed the 
present 600,000-ton’ level for the next 
several years. With world-wide demand 
at high prices, copra has been a major 
factor in Philippine recovery. Produc- 
tion of coconut oil in 1946 was about 
80,000 tons, of which 50,000 were ccn-~ 
sumed locally. This was about one- 
third of prewar capacity, and about 40 
percent of prewar output. 

Production of ecpra cake and vege- 
table lard, byproducts of the oil indus- 
try, fell off proportionally. Many of the 
coccnut-oil refining plants destroyed 
during ‘the war are being rebuilt, and 
some new plants are under construc- 
To regain prewar export levels 
and- supply domestic requirements a pro-~ 
duction capacity of 240,000 tons of 
eceonut oj] would be required. How 
soon this can be reached will depend 
largely on the rate of delivery of needed 
machinery. and -equipment. 

In the desiccated-coconut industry 
recovery has been very rapid, and the 
prewar production level of 32,000 tons 
sheuld be reached this year. Plans 
have been made and equipment ordered 
to increase production to 63,000 tons by 
1949. 


Abaca Production 

For gencrations the Philippines have 
held a virtual monopoly in the produc- 
tion ‘of abaca. Prewar exports of the 
per 
year, and cordage exports at $1,800,000. 
Despite destruction of one rope factory, 
present production of cordage by the 
remaining two plants is expected nearly 
to equal prewar output this year. 

Production of abaca in 1947 will be 
about one-third the prewar volume, 
owing to damage chiefly to plantaticns 
in Davao Province, Mindanao. It is 
probable that production and, correés- 
pondingly, export will fall even lower 
during the next 2 vears because of 
overstripping and -planting to other 


“Crops. 


Experimentation in the cultivation of 
ramie has been in progress in the 
Philippines for some time. Six ercps a 
year have been produced. If present 
experiments in degumming by the use 
of microorganisms, as developed in the 
Islands, are successful in full-scale 
operation..ramie should have gn impor- 
tant future. 


Developments In Mining 

Preduction and export of gold and 
silver, iron ore, copper ore ‘and concen- 
trate, and chrome and manganese ores 
increased rapidly. prior to the war. 
Minera!s were approaching first place 
among expert products. Exports of 
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PROGRESS OF PRODUCTION, TRADE AND 
REHABILITATION IN THE 
PHILIPPINES 


Agriculture 


The 1947-48 rice crop now being 
planted is expected to yield about 
51,000,000 cavans of rough rice, if 
growing and harvesting conditions 
are normal. (1 cavan=44_ kilo- 
grams, or 97 pounds of cleaned rice.) 
This is an increase of about 5,000,000 
cavans from the 1946-47 crop, and 
approaches the 1938-41 average pro- 


duction of 51,500,000 cavans. Despite 
Nearly normal production, however, 
rice imports. will continue to he 


necessary during 1948 because of the 


increase in population and the gen- 
erally higher standards of living now 
prevailing in the Islands. ~ 

Copra production continues at a 
high rate, although it has declined 
somewhat since the first quarter of 
the year, in part because of a 
slackening of United States demand 
and the resultant drop in prices. 
wucrts of copra, however, may yet 
reach a total of 1.UuU,uvu tons for 
1947 if prices stabilize sufficient to 
encourage production. During the 
first 6 months of the year exports 
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gold alone advanced from US$16,000,000 
in 1935, to $32,000,000 in 1938. 

War damage to Philippine mines has 
been estimated at $65,000,000. High 
construction costs and the scarcity of 
equipment have retarded rehabilitation, 
but as these conditions .ease, mining 
activity may be expected to increase. 


Hydroelectric Potentialities 
Closely allied to the Philippine pro- 


gramme of industrial expansion is 
Government’s proposal for increased 
hydroelectric power. The National 


Power Corporation prepared a carefully 
considered and practical plan designed 
to utilize the abundant hydroelectric 
power resources: of the Islands. The 
scheme prcposes the immediate deve- 
lopment of 14 projects, advantageously 
located to serve present and new indus- 
trial needs. The installed capacity from 
the first stage of this programme would 
be about 100,000 kilowatts, and as re- 
quirements increased the power system 
would be expanded. The Agus River 
in Mindanao is said to be capable of 
Doane alone, more than 700,000 kilo- 
watts. 


Transport Services 

Out of a total of 1,140 kilometers of 
prewar rail line, 845 kilometers have 
been put back into operation. The roll- 
ing stock of the Manila Railroad Oo. 
included 159 locomotives and 1,978 
freight cars in 1941. In 1946 only 17 
locomotives and 576 freight cars were 
in service. These numbers have been 
increased in 1947 to 66 and 1,609. 
respectively, and additional cars and 
l-comotives are being steadily added 
through a planned programme of repair 
and import. 

Prior to the war here were 24,000 
kilometers of roads and streets in the 
Philippines, 12,700 being classified as 
first-class, 7,400 as s¢écond-class, anil 
3,700 as third~class. During the last 
few years before the war. new roads 
were added at the rate cf 1,600 kilo- 
meters per year. Much of the highway 
system deteriorated during hostilities, 
and, while considerable repairs of a 
temporary nature were made by the 
military forces, the problem of highway 
repair and extension is immense. The 


Bureau of Public Works of the Depart- 
ment of Public works and Communi- 
cations has prepared plans and estimates 
of a programme of reconstruction which 
includes national rcads, provincial roads, 
city streets, and bridges. It is estimated 
‘that an expenditure of about $275,000,- 
000 in the next 5 years would be re- 
quired to carry this program to com- 
pletion. 

Shipping, both inter-island and ocean, 
is a matter of extreme importance fo 
the Philippines. In 1987, more than 50 
steamship lines connected Philippines 
with ports throughout the world. and 
prewar tonnage used in inter-island 
trade amounted to 66,000 gress tons for 
a total of 80 vessels. 

War damage to shipping was exten- 
sive; practically all vessels engaged in 
inter-island trade were lost or destroyed. 
To aid in replacing this loss, the 
Foreign Liquidation Commissioner turn- 
ed over to the Philippines 48 vessels 
with a gross aggregate tonnage of 
20,200 tons.. In addition some 10 ves- 
stls with gross tonnage icf about 28,000 
are being chartered to Philippine 
operators by the United States Mari- 
time Commission. Meanwhile local 
building of barges, tugs, and small ves- 
sels is extremely active. 

It is estimated that an expenditure of 
abovt $25,000,000 over the next 5 years 
fcr ocean shipping, interisland shipping, 
and drydock facilities would accomplish 
the ‘complete recovery of Philippine 
shipping. 

The development of air transport, 
which had only begun before the war, 
has made remarkable progress since 
1945, By the end cf 1946 there were 
67 large passenger and frcight trans- 
port planes in operation, and during 
the early months of 1947 an average 
of close to 12,000 passengers were 
carried’ per month by two Philippine aiy 
lines. 

The Philippine Bureau of Aeronautics 
has prepared plans fcr the construction 
and improvement of 75 airports at a 
cost of about $15,000,000. Additionally. 
about $10,000,000 will be required to 
prerare the Manila air terminal for the 
heavy air traffic expected as air trans- 
port develops in the Far East. 
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amounted to 456,000 long tons. ship- 
ments in March attaining a record 
high of 113,700 long tons. 


Conservative estimates indicate 
that abaca production for 1947 will 
reach 600,000 bales. By the end otf 
June, output had totaled 387,620 
bales. (One standard bale weighs 
126.5 kilograms or 278.3 pounds.) A 
decline was expected in the latter 
half of the year with the exhaustion 
Oi planted areas in Mindanao. The 
former Japanese piantations there 
were being “butcher harvested” tn 
take advantage of comparatively 
high prices for abaca and the lack 


of adequate Government control. 
Plantings in other areas are small 
and can be more easily renewed. 


Exports of abaca during the first 6 
months of 1947 totaled 364.748 bales, 
or about 50 percent of the average 
prewar shipments. About 70 percent 
of this mount went to the United 
States. 


Tobacco planting since iiveration 
has been resumed slowly, principally 
because of the urgert netessity for 
producing foodstuffs. With the al- 
leviation of the food problem in 1947, 
it is expected that up to 50 percent 
of the normal area will be planted 
in tobacco for the 1948 harvest. The 
harvest for 1947, compieted in May, 
amounted to only 9,660 metric tons. 
Physically, tobacco production could 
be restored to prewar levels by 1950. 
but such restoration is dependent on 
world demand for Philippine leaf to- 
bacco and cigars. At present, be- 
cause of high production costs and 
resultant high prices, cigars are not 
finding a ready market and exports 
are lagging. Locally, the postwar 
trend in smoking has been away 
from cigars and toward American 
cigarettes which are imported in un- 
usually large quantities. Total pro- 
duction of cigars in 1947 is forecast 
at between 70,000.000 and 75,000.000: 
20,000,000 had been manufactured by 
the end of the first 4 months of the 
year. 


For the first. time since 1941, sugar 
will be available for export trom the 
Philippines when the 1947-48 crop is 
harvested, which begins toward the 
end of this year. The exportable 
surplus will amount to between 200,- 
000 and 250,000 short tons. Planted 
cane is making good growth and re- 
habilitation of sugar centrals has 
progressed to the point where all 
cane produced in the 1947-48 harvest 
can be processed. 


Food Situation 


The outlook for the food situation 
continues to improve, and there is 2 
good supply of both imported and 
domestic foodstuffs. Rice prices 
rave risen slightly as a result of the 
seasonal shortage prior to harvesting 
the new crop, but generally food 
prices are steady or showing a slight 
decline. Merchants continue to take 
substantial losses, however, on flour, 
canned milk, fruit juices, and coffee, 
with which they are over-stocked. 
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Lumber Industry 


_Under a programme of collabora- 
tion between the Government and 
private producers, the lumber indus- 
try has miade important gains. Con- 
Sumers’ prices have been’ brought 
under control, and appreciable sup- 
plies of lumber have become avail- 
able for reconstruction programmes, 
In July 1947 there were 407 saw- 
mills, having a daily capacity of 
1.300,000 .board feet. in contrast tc 
163 mills with a daily rated capacity 
oy 1.700.000 board feet in 1941. 
United States Army portable milis 
were prominent in reviving the lum- 
ber industry and meeting emergency 
needs:. more permanent rehabilita- 
tion awaits substantial imports of 
nachinery. 


As arrivals of lumber in Manila 
began to increase, and the whole- 
sale prices of common grades drop- 
ped from 750 pesos per 1.000 board 
feet in January 1946 to 210 pesos in 
June 1947, the complete embargo on 
lumber exports was eased. Effective 
July 15, 1947, limited exports of logs 
and flitches were permitted. and it 
has been estimated that a year’s ex- 
port trade under present restrictions 
might total 25,000,000 pesos in value. 
Prewar lumber and timber exports 
never reached 10,000,000 pesos. (One 
peso= US$0.50.) 


To meet the lack of finished lum- 
ber for construction needs. the Gov- 
ernment plans the operation of milis 
by the National Development Co. 
Timberland has been set aside in 
Mindanao as the source of supply for 
a mill at Agusan, and finishing and 
veneer plants will be established in 
Batangas Province, southwestern Lu- 
zon. Funds derived ‘from a tax of 
2.50 pesos per 1,000 board feet on 


lumber produced in Government- 
leased timberlands are earmarked 
for the preservation of forest re- 
sources. 
Mining 


The first gold exports since i941 


left the Philippines for London in 
April 1947. It was also the first 
Philippine golde® to enter the world 


market in many years, the United 
States having taken practically the 
entire output before the war. By 
the end of June 1947 the output of 
one mine, the first to get into large- 
scale production, amounted to: 23,950 
tons of ore, valued at approximately 
1,040,000 pesos. 


About 15 percent of the gold pro- 
duced has been sold locally: some of 
it has filtered into Asiatic black 
markets. The Government, however, 
agreed on July 26 to “screen” ship- 
ments of gold. in conformity with 
Philippine commitments to the In- 
ternational Monetary Fund, and pre- 
vent exports at premium prices. 


The gold-mining industry was 
bereft of virtually all of its mechani- 
cal equipment during the war (a loss 
estimated at 121,000,000 pesos) and 
has rceived no Government aid. Re- 
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covery has been delayed further by 
the failure of equipment ordered in 
the United States to arrive. It is 
not expected that more than 6 mines 
will be in operation by the end of 
this year, out of a total of 43 mines 
producing before the war. 


Production of chrome ore by one 
mine only is at the rate of about 
one-half the prewar level. In 1946 
the mine’s output amounted to 58,000 
tons of ore, and in the first quarter 
of 1947, there were 40,000 tons ex- 
ported, of which 38,000 tons went to 
the United States. It is understood 
that the mine’s output could be in- 
creased to 20,000 tons a month when 
sufficient trucks are available for 
transport. 


Exports of copper have exceeded 
the 1940-41 rate, and coal now being 
mined at the Government’s property 
in Cebu is more than sufficient to 
keep the Government-owned cement 
plant on that island in full opera- 
tion. 


Interest in the potentialities of 
Philippine oil has been revived by 
activities of the Far East Oil De- 
velopment Co., which on the eve of 
the war was engaged in exploration 
work in Cebu. Following the arrival 
of equipment early this year. drilling 
was resumed in April. reaching the 
8.000-foot level in July. The first 
effect of the renewed operations was 
a speculative flurry in the company’s 
stock, the second, an indication of 
Government optimism when a plan 
was announced to establish a special 
oil:commission to study the expioita- 
tion of oil resources. 


Electric Power 


Difficulties in supplying Manila 
with electric power appear tc have 
been largely overcome, although 
most of the generators now in use 
are in need of occasional repairs. 
No small part of the trouble has 
been caused by delays in the receipt 
of parts from the United States. 
Some material ordered: in 1945 ar- 
rived only in August 1947. 


current requirements o: 


Electrical 
above 


Manila are about 30 percent 
r ~ average of 42,000 kilo- 


the prewar 
watt-hours. The higher rate of 
consumption, despite the large pro- 


portion of destroyed ‘buildings, is at- 
triouted to the increase in popula- 
tion and to greater use of power in 
factories and shops, and also by do- 
reestic’ consumers. Plans are being 
drafted by a group of American 
specialists for hydroelectric develop- 
ment at the Maria Cristina Falls, 
Lanao Province, Mindanao. The 
project includes the erection of a 
large plant for nitrogenous fertilizer 


production. 


Labour 


By mid-1947 the Congress of La- 
bou Organizations had promoted at 
least 15 strikes, some of which were 
of long duration. With the except- 
tion of CLO activities, very little in- 
terruption of work was reported. In 
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three cases involving 820 workers the 
CLO defied the injunctions of the 
Court of Industrial Relations against 
striking, but in all instances the 
Court’s authority was upheld. 


Foreign Trade ; 
In the 2 years since the resump- 
tion of foreign trade, imports into 
the Philippines have totaled appro- 
ximately 1,200,000,000 pesos, compar- 
ed with exports of only 380,000,000 
pesos, leaving an excess of imports 
amounting to 820,000,000 pesos. 


During the first half of 1947 im- 
ports were estimated at 561,740,000 
pesos, while exports amounted to ap- 
proximately 251,830,000 pesos.. Lead- 
ing imported items consisted of con- 
sumer products, the rush to take ad- 
vantage of the seller’s market in the 
early months of 1947 causing heavy 
overstocking. of a number of con- 
sumer lines, notably flour, canned 
milk, and textiles. Trade in ma- 
chinery, industrial equipment, and 
building materials; however,  con- 
tinued to lag. 


The United States supplied 86 per- 
cent of the total imports in the first 
5 months of 1947; Canada ranked 
next as a supplier. Some _ cotton 
goods came from Mexico; India sup- 
plied jute products; Ecuador, sugar; 
and Siam, rice. 


Coconut and abaca products have 
comprised 93 percent of all Philip- 
pine exports. since the war. reaching 
as high as 98 percent of the. total 
export trade in some months. Ex- 
ports of copra alone were valued at 
161,100,000 pesos in the ffirst 5 
months of 1947, compared with 78,- 
700.000 pesos in all of 1946. 


Shipments of abaca in the 5-month 
period: of. 1947 totaled 39,600,000 
pesos, compared with 9,650.000 pesos 
in 1946. Relatively ‘small amounts 
of coconut ‘oil, desiccated coconut, 
and cordage reached world markets, 
and shipments of tobacco and em-. 
broideries were considerably under 
prewar amounts. Export trade in 
rattan furniture, shells, hides and 
skins, and crude rubber, on the other 
hand, appears to have exceeded 
prewar levels. 


Transportation 


Continued progress in air trans- 
portation is characterized by the ex- 
pansion and reorganization of the in- 
dustry and emphasizes the growing 
importance of Manila as a center of 
commercial air travel in the Far 
East. Philippine Air Lines (PAL) 
purchased Far Eastern Transport, 
Inc. (FEATI) in May, and the en- 
larged organization is now an effec- 
tive coordinated unit. PAI. also 
made an offer for Commercial Air 
Lines, Inc. (CALI) but. Government 
permission to conclude the sale was 
refused. Price competition among 
the various air 'ines was eliminated 
by an agreement made in July 
whereby rates would be standardized. 


Of major interest was the recent 
announcement that a number of 
improvements would be made by the 
United States Civil, Aeronautics An- 
thority at Nichols Field, Manila. 
which is expected to be designated 
as the international airport. Three 
alternate international airports also 
are to be improved; those at Laoag, 
Cebu, and Zamboanga, and 31 others 
are to be made usable. 


Bus lines are meeting essential 
needs, although service is of an 
emergency nature and dependent 
chiefly on the Army’s rebuiit surplus 
equipment. Approximately 10,000 
temporary certificates of public con- 
venience have been issued to owners 
of vehicles since the war. Many 
such certificates represent only a 
single jeep or a weapon carrier, 
crudely rebuilt and operating as a 
jitney on a highly irregular schedule, 
Passenger traffic. has more than 
doubled prewar figures, and closer 
controls and higher standards will 
have to wait until more and better 
equipment is available. 


No new railroad lines have been 
opened since service was resumed on 
the Manila Railroad’s south line 
from Manila to Naga, Camarines Sur, 
and to Ligao in Albay Province early 
in the year. Opening of the Batan- 
gas and Cabanatuan -branches, the 
Malvar-San Pablo line, and other 
lines not yet in operation’ has been 
deferred because of lack cf funds. 
Existing lines are being improved. 


Congestion at the piers in Manila 
was largely eliminated ‘in March, 
both because of vigorous measures 
taken by the port authorities and 
because of a decline in the amount 
of cargo handled. Commercial cargo 
entering through the port of Manila 
has been decreasing since January 
1947, when a record of 225,000 reve- 
nue tons was cleared. The number 
of ships calling at the port, however, 
has . increased steadily, indicating 
that many vessels crrived_ with less 
than capacity cargo, or only to load. 
Pilferage, although on the decline, is 
still a serious problem, 


Long-term plans for the _rehabili- 
tation of Philippine ports under the 
Philippine Rehabilitation Act, which 
provided 36,000,000 pesos for this 
purpose, were announced at the end 
of April. The programme calls for 
the expansion of Pier 9 in South 
Harbour, Manila, to accommodate 
four ocean-going liners at one time, 
and unloading equipment and ware- 
house facilities. Other plans include 
extension and restoration of Manila 
North Harbour breakwater, construc- 
tion of a. new marginal pier at 
Davao, and repair of the Cebu dock 
area. 


Interisland shipping continues to 
be hampered by difficulties of dis- 
charging cargo at small ports be- 
cause of inadequate facilities, as well 
as the general physical problems of 
reestablishing their routes. In ad- 
dition, interisland shippers find pro- 
fits cut by competition of ocean- 
peel shippers calling at outports for 

rgo. 
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